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The crude oil that enters the four giant Cities Service 
refineries such as this, graduates into over 400 dif- 
ferent Cities Service products ... each as fine and im- 
proved as the ultramodern facilities that make them. 

Here, then, is one of the big reasons why sales of 
Cities Service products are increasing at nearly three 
times the rate of the industry! 


But it is far from the only reason. For this huge 


sales increase represents a dynamic expansion now 
under way in all phases of Cities Service operation: 
exploration, production, refining, marketing, and 
research. 

And the end result of this bustling activity? You’ll 
be seeing it soon in new and better petroleum prod- 
ucts, new and bigger sales records for Cities Service 

. a leader in petroleum progress. 


CITIES &) SERVICE 


Progress through Service 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 189 


60 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 38 

27 cents per share. 


The above dividends are pay- 
able September 30, 1956, to 
stockholders of record Septem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, September 29, 


P. C. HALE, Treasurer 


August 17, 1956 























PHARMACEUTICAL PRODUCTS FOR 


THE MEDICAL PROFESSION SINCE 1888 


Laboratories 


The Board of 
Directors has de- 
clared the follow - 
ing quarterly 
dividends, payable 
October 1, 1956, 
to stockholders of 
record September 
7, 1956: 

e 45 cents a share 








on Common Stock. 
« $1.00 a share on 
Preferred Stock. 


Consecutive 
Dividend 





August 14, 1956 / North Chicago, Illinois 
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TV programs are flashed from tower to tower by microwaves 


This tall tower at Salt Lake City, trained craftsmen with specially de- 
Utah, is part of the Bell System net- signed equipment. Day and night, 
work that carries color TV, as well they help to maintain the quality 
as black and white, from city to and efficiency of TV transmission 
city. The nationwide Bell System over more than 73,000 channel 
TV network is manned by 1000 miles of wire, cable and radio relay. 


BELL TELEPHONE SYSTEM 


WE'RE SENDING 


COLOR 


THROUGH THE AIR 


Bell System networks can now 
carry color TV to 190 


broadcasting stations in 134 cities 


Marching right along with progress in 
color ‘T'V —and helping to make it possi- 
ble—is the Bell System. 


As the needs of broadcasters and the 
public have increased, we have provided 
more and more of our facilities with the 
special, more intricate equipment needed 
to transmit color TV. 

This country-wide network, linking 190 
broadcasting stations in 134 cities, is al- 
ready capable of bringing color T'V within 
range of millions of people. 

The Bell System provides service not 
only for the transmission of network pro- 
grams but for the transmission of specia 
programs over closed circuits. There's ; 
growing use of this service by theaters 
hospitals, hotels and many businesses. 


It adds up to a lot of moving ahead and 
new areas of opportunity for the telephone 
company. 





THIS BELL SYSTEM NETWORK is 
equipped to bring color TV, as well as black 
and white, within reach of millions of people. 
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The Trend of Events 


at San Francisco could (and did) point with pride 
to the improved economic climate. But viewers and 
listeners never would have guessed that the major 
role in creating an unprecedented prosperity was 
played by the business community. Mammoth 


) achievements in research, development, expansion, 


creation of whole new industrial complexes, im- 
proved techniques and the imaginative boldness of 
free enterprise produced an over-all growth com- 
parable in its economic effects to the opening up of 
the American West in the Nineteenth Century. 
The business community, at least, may be grate- 


' ful that if no bouquets were tossed its way at San 


Francisco, neither was it on the receiving end of 
brickbats, the decades-old missile of the political 
hacks who made of business an epithet. 


SHORTAGE OF SKILLS... While the dearth of cash, 
the rising cost of materials and the soaring wage 
scale are formidable roadblocks to corporate expan- 
sion and modernizations plans, it has become in- 
creasingly clear in recent months that the lack of 
skilled personnel is, in itself, a formidable obstacle. 
All of us, by now, are familiar with engineering 
conventions where corporate 


ing prospective graduates free transportation and 
other expenses for a visit to a plant for interview. 
And personnel managers prefer to go to the colleges 
for wholesale interviews. 

Altogether, they point up the fact that personnel 
problem is critical. There is no sign of immediate 
improvement. 

There is no mystery about all this. We are living 
in a time of economic revolution. The traditional 
skills of millions of persons have been outmoded. 
Automation, new processes, instrumentation, nucle- 
onics and electronics have created an unprecedented 
demand for people with the skills suited to these 
new fields. 

The answer lies in increasing the supply through 
scholarships and other subsidies to education. 


HIGHER MONEY RATES ...Interest rates have 
been rising the past few months, as the business 
community well knows. Only in recent days, how- 
ever, has the situation captured widespread atten- 
tion. This was highlighted by such instances as a 
Michigan utility paying roughly 4% for first mort- 
gage bonds and a West Coast telephone company 
paying 4.29% on a debenture issue. Such rates are 

all but unheard of for com- 





personnel managers pursue 
young college graduates in 
the hope of landing an em- 
ploye. Likewise familiar are 
the advertisements that offer 
technically trained men a 
country atmosphere, coun- 
try-club membership and 
other benefits. Less well 
known are the letters that 
go out to the colleges, offer- 


miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


panies of their standing. An 
even more striking illustra- 
tion of the trend was the 
rise in the cost to the United 
States Treasury of  short- 
term borrowing to the high- 
est level since March of 1933. 

Of course, the trend to 
higher money rates results 
from the high demand for 
loanable funds, which are 
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in short supply. This, in turn, arose from unabated 
demand for funds by companies engaged in expan- 
sion and modernization programs. 

At the risk of being monotonously repetitive, we 
have emphasized that the rate of expansion in such 
areas as consumer credit, mortgage debt and bank 
credit could not be sustained forever. It is to the 
credit of the Federal Reserve that it has shied away 
from soft money. Such a policy could lead only to 
further cheapening of our dollars, with all that 
that means for personal savings, insurance policies 
and pensions. 

No doubt, we shall hear much about the issue 
of cheap vs. dear money in the upcoming political 
campaign, with cheap demagogues seeking to turn 
the situation to their own advantage. The men who 
are not afraid to speak common-sense to the people 
on this issue, so fraught with peril for us all, will 
earn the gratitude of a nation. 


TEXTILE IMPORTS... This Government is weighing 
a request to the Japanese textile industry that it 
restrict exports of textile products to the United 
States. That the multiplicity of such products has 
caused considerable harm to the domestic industry 
none will dispute. That nothing, or nearly nothing, 
has been done until now stems from the unfortunate 
fact that the textile industry within our borders 
has gotten itself in the way of the nation’s foreign 
policy. Our State Department is loath to do any- 
thing that would drive Japanese industrialists to 
seek closer trade relations with the Communist bloc 
of nations. 

This policy has opened wide the door to the Japa- 
nese textile industry, which has found the United 
States a prime market for its low-cost goods. Meas- 
ured in terms of domestic output, Japanese textile 
imports do not loom large. But the Japanese have a 
disconcerting habit of selecting a few key markets 
and concentrating their production on these spots. 
They move from print cloths to broadcloths and then 
to tablecloths and napkins and go on from there to 
velveteens and ginghams. 

As a result of these tactics, our own producers 
have had to cope with declining prices, mounting 
inventories and glutted markets. Mills have closed 
and workers have been laid off. Americans simply 
can’t compete against the low-wage economy of 
Japan on the textile front. Our Government requires 
that textile workers in this country shall receive a 
minimum of $1 hourly and cotton prices are pegged 
by that same Government. 

Hitherto, the Japanese have voluntarily cut their 
textile exports to the United States. Additional cuts 
would appear to be in the offing, the only question 
being how large. 

It is all very well to speak of a free exchange of 
goods between nations, but the high cost of doing 
business, ordained by our own Government, has 
stacked the cards against the textile industry of 
this country. 


FASHIONS IN DIVIDENDS... Stock dividends long 
have been a device of growth companies determined 
to conserve cash to meet future needs. Some of the 
more affluent companies have paid cash and stock— 





a little of each. 

Of course, corporate history will show not a few 
companies never did attain any substantial growth, 
with the result that shareholders wound up with § 
more and more paper that had less and less value. [ 

The current trend, however, points to a greater § 
number of companies making disbursements in | 
stock, in addition to cash dividends already being 
paid. Numerous stockholders, confident that the 
prosperity of their company would lead to higher 
dividends, may have to settle for the same amount 
in cash plus stock. 

This situation may be traced, in large measure, 
to the shortage of cash that bedevils many of our 7 
leading corporations. The months ahead, which © lac} 
promise little relief from a hard-money situation, © cal 
may witness a growing trend toward the stock divi- © UP 






PUBL. 4 TR 


dend. In innumerable instances it will reflect a © and 
tight money market rather than conditions basic to A 
the business. = 

vill: 
JAVITS AS SENATOR LEHMAN’S SUCCESSOR... In = : 
this important election year we want the best man ' 
we can possibly get. And Attorney General Jacob | pe 
K. Javits has shown himself to be a man of character | - 


— a sound, wide-awake Progressive — and having | all 
the great gift of intelligence and balance that is “a 
needed in the Senate today. rm 
His understanding of the problems this country Hu: 
is facing economically, financially and socially makes 


him a most desirable representative for the great a 
State of New York in the national arena. aie 

And of particular importance at this time, — aon 
Javits has the capacity to present his views in such ieee 
a manner as to impress others with the soundness “a 
of his thinking. This man is unquestionably a ee 
“comer” and has demonstrated his appeal by being re 
elected to high office in an off year in a Democratic an 
stronghold. U 

There is no doubt that with the decision of Gov- nati 
ernor Dewey to stay out of political office, Attorney ene 
General Javits is most likely to be the candidate emer 
from New York for the Senate, to take the place of en 
Senator Lehman. Toes 


EGYPT TURNS TO SWISS FRANCS .. . Because Egyp-} 
tian Sterling balances in Britain have been blocked, 
Egypt is persuading Red China and India to settle 
their trade balances in Swiss Francs instead of 
Sterling. Thus, last week Red China deposited 20 
million Swiss Francs in Swiss banks to be used to 
pay for Egyptian cotton. 

This departure from Sterling came as a complete 
surprise to the Swiss, who were not consulted about 
the transactions, and are therefore now showing 
great uneasiness over the switch. 

Acting quickly, however, Swiss banking spokes- 
men gave assurance that deposits by the Eastern 
Bloc would not be used for expanding credit in 
Switzerland, nor would they allow these deposits 
to be employed for any other purpose than the set- 
tlement of trade balances — certainly not in pament 
for the purchases of war materials. 

Swiss bankers see this switch as a dangerous 
move and are not likely to acquiesce to anything 
that can boomerang on the Swiss Franc. —END 
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As 9 Seo Jt! 


By JOHN STARK 


THE TENNESSEE WALTZ IN FALSETTO 


I; the Republican National Convention 


» lacked excitement for those who look upon a politi- 
‘cal convention as dramatic entertainment, it made 
up for it in sound speeches and reassuring facts 
‘and figures. 


And while the Democrats provided better theatri- 


‘cal fare—including a conquering hero foiling the 
‘villain of the piece and tragedy, too, for Harry S. 
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TREET 


Truman—the production included some boring and 


| antiquated demagogues. 


In this category, Gov- 


holders’ money was the prime source of wherewithal 
to keep our economy growing, and to make jobs 
for the workers. 

We are not so sure about the Governor, who 
either is ignorant or bent on malicious mischief. 
This is the same Governor Clement who appeals, in 
advertisements paid for by his state, for industry 
to come to Tennessee. There, he promises, they will 
find “fa favorable tax climate.” We should have 

thought that with 
Clement as Governor 








ernor Frank G. Clement 
of Tennessee captured 
all honors. In his key- 
note address, delivered 
in the manner of a 
Huey Long, he _ por- 
trayed a nation that 
could hardly have been 
recognizable to its citi- 
zens. A sigh of relief 
must have gone up all 
over the country, and 
even inside the conven- 
tion hall, when the Gov- 
ernor was finished. 

Unable to resist the 
national spotlight, Gov- 
ernor Clement did an 
encore, using as foils a 
couple of bright chil- 
dren who had won tele- 
vision quiz contests. 

Turning to the bright 
boy at his side, a young- 
ster who had won $100,- 
000 in a contest deal- 
ing with finance, the 
Governor sank to a new 
low. He had the young- 
ster bring out that the 
income tax on $5,000 
for a worker with a 
wife and two children 
would be $420. He also 
elicited from the boy 
a statement that the 
Income tax on $5,000 
of dividends for a stockholder with a like number 
of dependents would be but $200. 

On receiving this “information,” the Governor 
gleefully cried that it “just went to show that it 
was better to be a stockholder than a worker.” 

Weare sure the youngster knew better; knew that 
the dividends had previously been taxed as part of 
the income of the corporation; knew that millions 
of workers also were stockholders; knew that stock- 
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Ceiling Unlimited 


there could only be tax 
inclemency in Tennes- 
see. 

Nor is it enough to 
say that the kind of mis- 
information dealt out 
by a Clement is just 
“campaign hogwash.” 
It is highly irrespon- 
sible and part of a pat- 
tern woven these many 
years by office-seekers 
who never hesitated to 
misrepresent the busi- 
ness and_ investment 
community to further 
their political ends. 

They are the divisive 
forces in our society— 
the ruthless partisans, 
who count not the cost 
to a nation but the votes 
they can reap. 

We shall need to be 
on guard against them 
in the weeks between 
now and Election Day. 
Already they have 
raised the first cries 
against a monetary 
policy that would put 
an end to a crazy credit 
spiral. Instead they 
misrepresent the efforts 
to maintain a sound 
dollar as the work of 
a greedy few who would 
deny the little business man a loan, the individual a 
mortgage and the family credit for a car. 

The partisans are on the march and, unfortu- 
nately, they move faster than truth. Less vigilant 
nations have paid the price of economic insolvency 
for learning too late. 

Let us hope that the sounder leaders in the Demo- 
cratic Party will prevail in election campaigning. 
There is no place for demagogues in today’s crisis. 


* 
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Market Realities, We Must Face 


All indications suggest a further retreat particularly in those stocks that have outdistanced 
their prospects. At a minimum, a substantial interim correction is called for. Only time 
will tell whether a major-trend turning point has been put behind. That it has is conceiv- 


able and should be at least tentatively allowed for in your thinking. The conservative policy 
advocated here for some time has been proved valid. 


By A. T. MILLER 


The stock market moved lower over the past 
fortnight, with decided damage done last week. On 
an increased, volume of trading even though not 
great, the daily industrial average broke out on the 
downside of a five-week trading range wherein it has 
been stymied within the limits of roughly 513-520, 
unable on repeated tries to exceed the bull-market 
top of $521.05 recorded last April. Rails fell out of 
a ten-week trading range in the area 165-171, after 
having at no time been able to get near the May 9th 
average’s of bull-market high of 181.23. In the face 
of adverse money-market factors, utilities attained 
their high to date as recently as August 7, and the 
dip therefrom has been quite moderate so far. 


At last week’s poorest closing level, the rail aver- 


lo 
su 





age had duplicated its May 28 intermediate-reaction | 
low. Industrials remained some distance above the 
May low, but a closer test of it, in nearby days or 
weeks, seems a reasonable expectation. All technical 
indications are that the summer rise faded into 
history as of the August 2 recovery high; and that, 
therefore, we now have a “new deal’. No one can 
say whether the May low will hold. Our view is that 
it is of dubious solidity, and that it would not be 
prudent to assume that it will remain unbroken. 
Indeed, taking into account both fundamental and 


technical considerations, as outlined here two weeks f 


ago, it is conceivable — though by no means yet 
proved — that we are in an early bear- 
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MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS” 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
THE MAGAZINE OF WALL STREET 1909 






As Indicated by Transactions 


SCALE AT RIGHT> 








market phase. 


350 Reasons For Change Of Mood 


When a bull market is over-extended 
and goes into any kind of a tailspin, ex- 
ternal reasons or excuses in the news, 
or in financial developments, can always 
be cited, Hesitation in the market prior 
to the current break was ascribed to the 
Suez Canal crisis. No doubt it was a fac- 
tor, but the market was stalemated for 
two weeks before that news broke. It 
can hardly be blamed for the selling pres- 
sure which developed last week. True, 
there is continuing uncertainty, if not 
apprehension, about the future of Amer- 
ican-British oil holdings in the mid-East, 
justifying a mark-down in the interna- 
tional oil stocks directly affected; but 
the threat of British-French military 
action has virtually evaporated, and it 
has become apparent that, if there is any 
compromise agreement ahead, it will be 
some time in the making. Thus, the crisis 
cannot now be considered a source of 
acute and continuing general investment 
alarm. 

Most observers say that concern over 
rising bond yields and expected further 
Federal Reserve credit-tightening moves 
probably was the immediate trigger for 
this downturn in stock prices. That is as 
plausible a reason as any for a sell-off 
which was technically due anyway, fol- 
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| failed to extend a major- 


‘bank credit force up in- 
iterest rates. 











lowing culmination of a 
summer recovery which TREND 
trend top recorded some 
four months earlier. 
Bond yields have been 
rising for many months, 
progressively narrowing 
the stock-bond yield 
spread, as we _ have 
repeatedly pointed out. 
This is now more widely 
publicized, since several 
major corporations have 
had to go to rates of 4% 
to nearly 4.3 %—highest 
in a generation or so— 
to arrange long-term 
debt financing. The Fed- 
er:l Reserve’s restrictive 
money policy—also with 
us for many months—is 
more negative than posi- 
tive. It consists primari- 
ly of refraining from 
pumping funds into the 
banking system, via 
open-market operations, 
for other than seasonally 
normal credit needs, thus 
letting the unprecedented 
demand for long-term 
capital and the excessive 
demand for short-term 
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320 





16 23 w 


9 
Rediscount JUNE 


rates have followed the 





;money market, now at 


4% for prime bank loans, more than they have 
led it. 

No doubt yield factors, among other considera- 
tions have reduced demand for common stocks, rela- 
tive to that for fixed-income securities, on the part 
of savings banks, life insurance companies, pension 
trusts and other fiduciary accounts which never put 
more than minor-to-moderate emphasis on equity 
investment anyway. On the basis of dividends for 
12 months through June 30, the Dow industrial aver- 
age, at recent best levels, was on a yield around 
2%, compared with about a 3.5% average for 
seasoned corporate bonds of top grade. The yield 
spread of 0.8% compared with only 0.2% at the 
1946 bull-market top. At the 1937 and 1929 market 
tops, bond yield exceeded stock yield. Judged by this 
criterion, the market is out on a limb, but less far 
out than it was at any of the three past major tops 
cited. 

However, two reservations are in order. In the 
first place, due to its method of construction, the 
Dow average understates the actual level of stock 
prices and overstates yield. More comprehensive 
market indexes show average yield of representative 
common stock around 3.7%, or roughly a thin 10% 
over bond yield. In the second place, neither of the 
comparisons cited is controlling for fund managers 
or others influenced decisively by yield. For them, the 
attractive bonds are the new issues at 4% or more, 
not the seasoned bonds which can only fall in price 
until yields come more into line with those of prime 
new issues. In the new-issue bond market, yield is 
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now definitely and highly competitive with return 
on representative better-grade industrial equities. 

Of course, most people and some fund managers 
(mostly mutual-fund managers) buy or hold com- 
mon stocks in expectation or hope of capital gain, 
with dividend yield secondary. Put in the simplest 
terms, the market tops out or reacts when profit 
hopes are reduced, concern about risk increased — 
translating into less willingness by the average in- 
vestor or trader to reach for stocks and more will- 
ingness to sell. 


Hopes Watered Down 


There are a number of considerations which have 
watered down bullish hopes. Stoppage of the over- 
all rise in corporate earnings is one. Another is 
absence of a basis for more than fairly modest im- 
provement in business activity and production be- 
tween now and early 1957, in view of sluggish retail 
trade, curtailed housing activity, indications that 
fourth-quarter auto production probably will not 
exceed the year-ago level, and the fact that the 
stimulus of record plant-equipment outlays is al- 
ready about at maximum. A third is that people 
who are not directly interested in the stock-bond 
yield ratio are indirectly interested and concerned 
because they know that, in every past instance, the 
elimination or near-elimination of the spread in 
favor of stocks has in no great time been followed 
by a bear market. A fourth is the cumulative effect 
of the bull market’s (Please turn to page 751) 
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MEETS 
CASH 
ROADBLOCK 


By HOWARD NICHOLSON 


Perhaps the most startling aspect of current 
business conditions is that while two of the largest 
and most critical component industries of the Amer- 
ican economy—automobiles and residential building 
—are running fully 20% below a year ago, total 
business activity is still about as high as a year ago. 

And perhaps the most startling aspect of the 
current outlook is that while declines in these two 
giant industries have usually heralded serious 
trouble for general business, few economists or busi- 
nessmen seem concerned over the next nine months. 
In fact, the consensus for the period from now to 
mid-1957 is quite favorable. 

This ability of the American economy (and Amer- 
ican economists) to defy what has been as inevitable 
as the law of gravity is based on a broad and power- 
ful surge in a third sector of total business—namely, 
capital spending for plant and equipment by busi- 
ness itself. Since early 1955, the demand for new 
factory buildings and machinery has risen at a 
prodigious rate. For a while during 1955 the 
strength and importance of this upsurge was dwarfed 
and disguised by the even more striking development 
of the American automobile industry, which was 
setting records all over the lot. But the automobile 
boom of 1955 has faded with a vengeance. The hous- 
ing boom of 1954 and early 1955 has dwindled. The 
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belated boom in capital spending is sole survivor of 
broad general expansion following 1954 recession. 


Capital Spending Seen Pivotal 


In the business press, capital spending is not being 
treated as a survivor out of the past, but as a bright 
new augury for the future—an assurance that the 
current lull will break out into a new broad advance 
of business as soon as the automobile and housing 
markets catch their breath. However, it is critically 
important to note that the upsurge of capital spend- 
ing has already brought it into a rarefied financial 
atmosphere. Businesses already are breathing hard 
and fast to finance even the current rate, and further 
increases in requirements for cash for such outlays 
will now add more than a proportionate burden on 
the corporate cash flow. The reasons for the burst 
of corporate spending are clear enough; and man) 
of the reasons are as good today as a year ago, whel 
the upsurge began. But economics, and business man- 
agement, represent allocation of scarce resources 
and cash is now scarce. Many a capital outlay which 
is entirely justified on other grounds is likely to be 
deferred over the next year, because of need t 
conserve liquid resources, and capital goods demand, 
STREE! 
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which was a tower of strength in 1955 and early 
1956, may well be a weakness by mid-1957. 


The Capital Goods Uptrend 


At the peak of the boom of 1953, American busi- 
nesses were spending about $28 billion a year on 
plant and equipment. By late 1954, under the impact 
of the general recession of that year, the rate of 
outlays had subsided to about $26 billion. In early 
1955, as the business atmosphere began to improve, 
plans for new production facilities were quickly con- 
verted into contracts, and the rate of spending 
turned moderately upward. 

At this juncture, however, the margin of available 
resources in the American economy was suddenly 
devoured by the rampaging automobile industry. 
Buttressed by new models and the easiest credit 
terms in American history, automobile sales climbed 
to a phenomenal 8 million annual rate in the spring 
of 1955. As the industry’s production schedules were 
geared up to match the demand, a wide range of 
resources and materials required for the production 


+ of capital goods and industrial facilities suddenly 


became scarce. Even those capital-goods producers 
who could get steel found that they could not get 
skilled manpower to work the steel. For nine months, 
the spare energies of the American economy were 
sucked into the vortex of Detroit. 

This temporary dominance of the automobile in- 
dustry had a doubly stimulating effect on the outlook 
for capital goods. In the first place, producers of 
capital goods saw their backlogs climbing rapidly as 
they struggled to raise production. In the second 
place, the boom in automobiles had brought the 
whole range of supplying industries — steel, paint, 
tires, glass, etc. — up to their physical capacities, 
and each of these industries began working hectic- 
ally on plans for new facilities to increase their out- 
put. The same conditions that prevented capital- 
goods producers from delivering against their ex-: 
isting orders were thus acting to swell the volume 
of orders. 

As a result, what had been a moderate and healthy 
upswing in capital-goods demand by mid-1955 had 
been converted into a raging torrent. In the third 
quarter of the year, the rate of deliveries of indus- 
trial facilities surpassed the 1953 peak. By the sec- 
ond quarter of 1956, it was 20% above the 1953 
peak. By the end of 1956, it will apparently be fully 
40% above the 1953 peak, and almost double the 
average annual rate in the years 1947-1949. 

This detailed time sequence of the recovery in 
capital spending is important because it describes 
the fundamental incentive behind the spending. But 
contributing to the rate of increase were a number 
of permissive factors that facilitated the rapid 
growth of capital outlays once the men and materials 
were available. 

In the first place, the tremendous postwar boom 
in industrial research, on which corporations now 
spend about $5 billion yearly, had been throwing 
off an endless series of new products and processes 
which required capital outlay to exploit them. This 
is particularly true of the electronics, electrical 
machinery and chemicals industries, where research 
expenditures are heavy and capital outlays booming. 
But it is also true of a whole range of other indus- 
tries where technology has been advancing rapidly 
without the highly (Please turn to page 736) 


SEPTEMBER 1, 1956 











General Acceptance Corp. deferred retailing of $20 million 


C.1.T. Financial Corp. early in August pulled $75 million in de- 


Commercial Credit Co. postponed a $50 million offering of notes. 


Consolidated Natural Gas Co. withdrew from SEC registration 


Virginia Electric & Power Co. plans to put $200 million of first 


Consumers Power Co. will pay an average of 3.986% annually 


Mack Trucks, Inc. stockholders of record August 15 were given 


Southern California Edison Co. will not be coming to market, 








Current Trends In Corporate Financing | 


debenture issue to allow the company time to iron 
out terms with underwriters. Underwriters said 
they were prepared to offer the issue as 434s at 
par. Earlier this e company paid 
a higher rate on an issue of subordinated notes. 








bentures out of the market. 


a $30 million debenture issue it had expected to 
sell August 28. 


mortgage bonds into registration with SEC. It 
will market the issue through competitive bidding 
on September 25, according to present plans. 
Proceeds would be used to help finance its 1956 
construction program, estimated to run around 
$50 million. 


for the $40 million of long-term construction 
money raised last month through a sale of first 
mortgage bonds. It is believed to be the costliest 
borrowing on a top-quality utility obligation 
since the early 1930's. It exceeds by a considerable 
margin the rates prevailing on prime corporate 
debt securities during the pronounced dip of the 
bond market in 1953. By way of contrast, this 
Michigan utility is paying only 3.166% for the 
$30 million of bond money raised at the start 
of 1955. 


subscription rights to $19,109,000 of 5.5% sub- 
ordinated debentures. The offer carried warrants 
to buy 191,000 shares of $5 par common stock. 
The offer was made to stockholders in the ratio 
of $500 of debentures for each 50 shares held. 
Subscription price was par. Attached to each $500 
of debentures are 10-year warrants to purthase 
five shares of common. Warrants are exercisable 
at $40 a share through September 1, 1959, and at 
ascending prices until September 1, 1966. The 
truck manufacturer plans to use proceeds for ex- 
pansion needs. 


as planned, with $40 million in first and refund- 
ing mortgage bonds. The utility had decided to 
sell the issue at competitive bidding on September 
5, but current bond market conditions forced a 
change. In its stead, the company proposes to 
sell 500,000 shares of common stock. 





Ford Motor Co. arranged to borrow $250 million at long term from 


institutional investors. Insurance companies were 
said to have taken a large share of the loan. 
Details of the arrangement were not disclosed. 
Ford is in the midst of a large expansion pro- 
gram. This method of financing marked a depar- 
ture for Ford which, traditionally, has paid for 
expansion out of reserves. 


American Telephone & Telegraph Co. raised $250 million in 


July through sale of debentures due in 34 years, 
at an interest cost of about 3.76%. The money 
will be used for the company’s record-size expan- 
sion program. A few days after the issue was sold, 
the c ed plans to raise an addi- 
tional $575 “aillllen toward its $2.1 billion 1956 
building budget. The money will be raised by 
giving shareholders rights to subscribe to addi- 
tional shares. They will be entitled to buy one 
new share at $100 for each 10 shares now held. 
The stock has sold in recent days well above 
$180, hence the rights have considerable value 
and the company should encounter no difficulty 
in raising the money. 
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A REALISTIC 
REAPPRAISAL 
OF THE OILS 


By JOSEPH C. POTTER 


T; Americans, who went to Chicago and San 
Francisco last month, by conventional transport or cathode 
ray, the Suez Canal was as much as 7,000 miles away, but 
the world-wide tremors of the diplomatic explosion set off 
by Egyptian seizure of the Suez Canal was never farther 
away than their pocketbook and automobile tank. 

L’Affaire Suez has brought into sharp focus the stake of 
the Free World in a steady expansion of production, trans- 
portation and refining of oil and allied products. Whatever 
the disposition of the canal issue, of this there can be no 
doubt: The balance of power in the world will be shattered 
if the Middle East oil reserves are lost to the Free World. 

Crude oil reserves of the Free World tote up to 180 
billion barrels, but the bulk of it is in the Middle East. 
Indeed, for Western Europe, which has no appreciable 
domestic oil flow, access to this treasure beneath the sands 
of the Moslem world is a matter of life and death. While 
it is true that such countries as Britain, France, Germany 
and the Low Countries could turn to the Western Hemis- 
phere, with its tremendous reserves, for their oil needs, it 
would entail the spending of dollars that they could ill afford 
at this time. 
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Assuming the willingness of Americans to pay 
for this oil out of their own pocket temporarily, we 
would still be confronted with the formidable task 
of stepping up production to meet the needs of 
Europe’s resurgent economy. It would take many 
months—if not years—for a country such as Vene- 
zuela to generate the kind of production needed to 
cover the losses of Middle East oil. The United 
States, where many producing areas operate only 
half-time under allowables set by public agencies, 
could step up output much faster. But even so, it 
would represent a drain of the first magnitude on 
American resources and defense needs. While great 
hope is held out for atomic power as a source of 
energy, it remains a minor factor as far as immedi- 
ate use is concerned. However, any loss of oil is 
bound to stimulate the great inventive genius of the 
British in such a crisis, so the time factor cannot 
be gauged. 

Should the flow of Middle East oil to Europe be 
halted, or even seriously impeded, rationing would 
come fast on the Continent. 


Evrope’s Problem is Ours 


Europe gets on the order of 85% of its oil from 
the Middle East (roughly half of it moves through 
the Suez Canal, incidentally). But not even the 2.4 
million barrels of oil that move out of these oilfields 
to Europe each day is enough to quench the thirst 
of the Continent’s industry and transportation. 
Hence, Western Europe continues to be an impor- 
tant customer for oil produced in the Western Hem- 
isphere, notably Venezeula. Last year, the Continent 
took 30% more oil from that South American coun- 
try than in 1954. 

It would entail a sharp rise in Western Hemis- 
phere production to make up even a substantial part 
of the loss to Europe of Middle East oil. In fact, 
considerable study has been given, in industry and 
governmental circles, to the problems created by the 
Suez impasse. Thirteen oil companies, with vast 


' overseas reserves, began meeting last month with 


officials of our Department of the Interior to can- 
vass the situa- 


world. Hence the 
interest in any 
action that might 
close the Suez 
Canal or provoke 
countries such as 
Lebanon, Syria 
and Jordan to cut 
off the flow in the 
pipelines that 
carry oil from the 
rich Middle East 
fields to the Med- 
iterranean Sea. 

Lebanon has 
threatened 
repeatedly to 
seize the oil pipelines passing through that country 
unless the companies come through with larger rev- 
enues and pay retroactive taxes. While the Western 
companies which own the lines have no Lebanese 
income that could be taxed, the Beirut authorities 
want a larger chunk of the savings effected by the 
companies through use of the lines in place of 
canal-routed tankers. 








Pipelines, Taxes and Threats 


While these Lebanese threats have been regarded 
merely as maneuvers to get larger payments from 
the companies, the flow of oil was halted in such 
places as Syria in August, when the 22-nation con- 
ference on the Suez Canal got underway in London. 

Should the Suez Canal and the present pipelines 
no longer be available to Western countries, alterna- 
tives might be found. Consideration is being given 
to a pipeline with a gathering system from all Mid- 
dle East fields that could be built through Turkey 
to the Mediterranean. Turkey is one of the staunch- 
est allies of the West. 

Talk of such a pipeline has been going on for 
several years, but in the days following the seizure 
of the Suez Canal the oil companies displayed re- 
newed interest in the project. At first, only oil from 
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Iraq, which borders on 
Turkey, would flow through 
the line. This would elimi- 
nate the dependence of the 
Iraq Petroleum Co. on 
Syria and Lebanon for get- 
ting its oil to the sea. Later, 
branches to the other fields 
could be added. The pipe- 
line probably could be built 
in 12 to 18 months. 

If the present pipelines 
from Iraq and Saudi Arabia 
were replaced by lines to 
Turkey, then Lebanon, 
Syria and Jordan would 
lose substantial income. 

Also under consideration 
are supertankers, which 
would go around the Cape 
of Good Hope to Europe. 
These tankers would be too big to use Suez. A few 
of these already exist, but it would take considerable 
time to build enough of these to replace reliance on 
the canal, although what may be done is exemplified 
by the speed with which we built Liberty ships dur- 
ing the war. 

The Suez impasse might even revive consideration 
of an oil pipeline through Israel. Such a pipe could 
be laid at Elath at the head of the Gulf of Aqaba, 
an arm of the Red Sea. This would carry the oil 
northwestward to Haifa, the Israeli port on the 
Mediterranean. This would be an excellent alterna- 
tive to major reliance on the canal. Unfortunately, 
if there is one thing on which the Arab states are 
united it is their hostility to Israel, hence it is highly 
questionable that they would permit their oil to move 
across that little country. Two parallel pipelines 
from Iraq via Jordan to Haifa already exist, but 
they have been dry since the Arabs invaded Israel 
in 1948. Moreover, there is a first-class refinery at 
Haifa. Incidentally, the non-utilization of these pipe- 
lines has cost Iraq something like $250 million in 
lost oil royalties since 1948. 





U. S. Use of Mideast Oil 


Although this country continues to be the world’s 
leading producer of oil, we import about 300,000 
barrels of oil daily from the Middle East. While this 
is less than 4% of the 8 million barrels consumed 
by Americans daily, the foreign product is a con- 
siderable source of profit to the international oil 
companies. The bulk of their sales of the oil lifted 
from the Arabian deserts, of course, is made in the 
Eastern Hemisphere — Europe, Africa, Australia 
and the Far East. The British Isles alone consumes 
an estimated 250 million barrels of oil a year. France 
will use another 150 million barrels this year. 

Obviously, any shutdown of the Suez Canal would 
play hob with Western Europe, which consumes 
about 800 millions barrels of oil annually. It would 
entail reorganization of oil tankers, rerouting these 
around the Cape of Good Hope, and a considerable 
time delay. Precisely how critical such an adjust- 
ment would be is impossible to say at this time, since 
it remains to be seen whether the countries of the 
Levant, which have expressed sympathy with Egypt, 
would permit the pipelines to the Mediterranean to 
function. 
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Indeed, the degree of success achieved by Egypt 
in the Suez Canal affair may determine the status 
of the oilfields in such places as Kuwait, Saudi 
Arabia and Iraq. The Iranian fields were national. 
ized in 1951 and were out of production for three 


years until an international consortium of British,} 


American, Dutch and French companies was formed 
to replace the old Anglo-Iranian Oil Co, now known 
as British Petroleum. 


British Oil Pioneers 


While the Iranian impasse of 1951-1954 was al 


severe blow to British Petroleum, the Free World 
scarcely was aware of the loss of that source of 
supply. Production in the Middle East countries to 


the south and west of Iran was stepped up sharply.) 
In addition, Western Hemisphere sources increased f 


their output. 


But the current prospect of losing all or part of 5 
the 2.4 million barrels of oil it gets daily from the} 


Middle East represents a staggering blow. Iran, 


which is not an Arab country, now is producing| 


500,000 barrels daily (it should hit the pre-national- 


ization level of 600,000 barrels by the close of 1957),/ 


but if those supplies had to be moved around the 
Cape of Good Hope each voyage would take another 
12 days and create a critical shortage of tankers. 


Dollar Dearth A Problem 


While complete loss of Middle East oil is not an 
accomplished fact, the international oil companies 
and the governments of the Free World must reckon 
with such a possibility. Europe and the United 
States know it would throw a heavy burden on 
Western Hemisphere producers. 

And the loss of “sterling oil’ would entail a de. 
terioration of far more than the British balance-of- 
payments status. It explains why Britain (and 
France, too) is quite prepared to make war on 
Egypt, if that is necessary to keep that country’s 
Colonel Nasser from exclusive domination of the 
Suez Canal. 

From the foregoing, it will be seen that at stake 
is more than a canal, however vital; or oilfields, 
however rich — Britain’s Prime Minister Eden was 
not far off the mark when he called it “‘a matter of 
life and death to us (Britons) all.” 


Aramco and Tapline 


Let us examine at closer range the nature of the 
commercial stake that has been weakened by the 
xenophobia of the Moslem world. There may be a 
richer American investment overseas, but none is 
more vital and better known in the Free World than 
Aramco. Into Aramco and the Trans-Arabian Pipe 
Line Co. have been poured nearly a billion dollars. 

Aramco is owned 30% each by Standard Oil Co. 
(New Jersey), Standard Oil Co. (California) and 
Texas Co., with the remaining 10% belonging to 
Socony Mobil Oil Co. These companies own in the 
same percentages the Trans-Arabian Pipe Line Co., 
commonly known as Tapline. 

Tapline already is in serious trouble. In the Arab 
world of today, sanctity of contract counts for little, 
so the Government of Lebanon, cancelling all special 
conventions and exemptions, now has decreed that 
Tapline must pay taxes retroactive to January 1, 
1952. (Please turn to page 707) 
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Statistical Data on Leading Oil Companies* 








Ist 6 months. 
Net Sales Net Profit Margin 
1955 1956 1955 1956 Net Per Share 
———(Millions) 4 % 1955 








AMERADA PETROLEUM .$ 504 $ 53.3 24.0% 25.2% $1.93 
W.C. (mil.) ‘54—$31.9 
W.C. (mil.) ‘55—$41.7 


ATLANTIC REFINING 259.0 275.2 7.3 8.0 2.04 
W.C. (mil.) ‘54—$80.9 
W.C. (mil.) ‘55—$93.5 





CITIES SERVICE CO. ...... 459.2 497.9 5.5 6.1 2.56 
W.C. (mil.) ‘54—$315.3 
W.C. (mil.) ‘55—$306.8 


CONTINENTAL OIL ...... 256.6 287.4 8.6 8.9 2.27 
W.C. (mil.) ‘54—$114.2 
W.C. (mil.) ‘55—$106.0 


CREOLE PETROLEUM n.a. n.a. n.a. n.a. 1.87 
W.C. (mil.) ‘54—$216.6 
W.C. (mil.) ‘55—$197.2 


GULF OIL ; n.a. n.a. n.a. n.a. 3.60 
W.C. (mil.) ‘54—$391.6 
W.C. (mil.) ‘55—$439.5 


HUMBLE OIL & REF. ... 532.4 590.8 16.6 15.7 2.46 
W.C. (mil.) ‘54—$99.7 
W.C. (mil.) ‘55—$78.0 


IMPERIAL OIL 318.9 387.1 7.6 8.7 82 
W.C. (mil.) ‘54—$157.8 
W.C. (mil.) ‘55—$207.6 


OHIO OIL eee 126.7 140.7. 15.4 15.2 1.49 
W.C. (mil.) ‘54—$68.6 
W.C. (mil.) ‘55—$76.9 





PHILLIPS PETROLEUM 430.0 507.9 99 10.2 1.40 
W.C. (mil.) ‘54—$150.7 
W.C. (mil.) ‘55—$138.8 





PLYMOUTH OIL . n.a. n.a. n.a. n.a. 1.61 
W.C. (mil.) ‘54—$19.7 
W.C. (mil.) ‘55—$19.3 


PE MIU sesecscicssciscconecss, 251.3 6.7 7.1 1.83 
W.C. (mil.) ‘54—$89.1 
W.C. (mil.) ‘55—$96.0 





RICHFIELD OIL .......... 123.7 123.2 11.8 11.7 3.66 
W.C. (mil.) ‘54—$76.5 
W.C. (mil.) ‘55—$73.2 











SEABOARD OIL ......... 21.1 22.9 19.2 21.6 1.11 
W.C. (mil.) ‘54—$14.3 
W.C. (mil.) ‘55—$10.6 





*—Figures adjusted for stock splits and stock dividends. 


W.C.—Working Capital. n.a.—Not available. 1—Plus stock. 









Price 
Range 


1955-1956 


1212-82 


4634-35'2 


732-45\2 


138 -70 


9134-408 


14712-6112 


1282-8478 


64 -36 


478-3012 


5514-3454 


4014-297 


8414-6412 


69 -43'2 


Comments on each of the companies in the tables are carried at the conclusion of the story dealing with the oils. 
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Statistical Data on Leading Oil Companies* (Continued ) i 
piel — 
ee a on Full Year — s S 
Nef Sales Net Profit Margin Dividend Per Share Price re 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. th 
——{Millions)—-__ ¥ %, 1955 1956 1954 1955 1955 1956 1955-56 Price ‘Yield 
SHELL OM ooo ooo occ. $ 713.5 $ 7916 7.7% 88% $1.98 $2.52 $4.41 $4.56 $2.00 $2.00 1001-54 94 2.1% 
W.C. (mil.) ‘54—$178.6 
W.C. (mil.) ‘55—$231.3 
LN SS eo _ ete ee eee -_ ec 
SINCLAIR OIL ........... 535.6 596.7 7.1 7.6 2.92 3.10 604 568 2.70 3.00 7234-48% 67 45 ar 
W.C. (mil.) ‘54—$244.4 it 
W.C. (mil.) ‘55—$231.7 su 
Snipes es : = ——— eee ae he 
SKELLY OIL os A0e8 124.8 13.4 12.4 2.58 2.70 5.13 5.61 1.80 1.80 71 -46% 69 26 aT! 
W.C. (mil.) ‘54—$44.4 5 eg 
W.C. (mil.) ‘55—$49.9 : 
————— ee ; bro 
SOCONY-MOBIL .......... na. na. ona. n.a. 2.29 2.84 420 4.74 2.000 2.00 66 -39% 58 3.4 en 
W.C. (mil.) ‘54—$422.7 pa 
W.C. (mil.) ‘55—$474.3 
STANDARD OILCALIF.... 649.9 740.3 168 16.5 1.82 1.93 3.35 3.66 1.431 1.80 58%-34% 53 3.4 TI 
W.C. (mil.) ‘54—$282.2 a 
W.C. (mil.) ‘55—$283.2 th 
> = = SSS —— e | mo 
STANDARD OIL IND. 857.6 937.9 7.6 8.1 2.00 2.24 3.61 475 2.39 239 64%4-42% 64 3.7 lan 
W.C. (mil.) ‘54—$409.6 ric 
W.C. (mil.) ‘55—$478.7 but 
— = - — a ae _ -_ — ——— — of 
STANDARD OIL N. J...... 3,071.0 3,494.0 11.2 11.2 175 2.00 2.98 3.61 1.75 2.00 62%-35% 59 3.4 wo 
W.C. (mil.) ‘54—$1,522.0 pur 
W.C. (mil.) ‘55—$1,642.5 
ord 
STANDARD OIL OHIO 162.7 180.8 6.2 7.4 2.03. 2.71 3.67 4.61 2.07 2.50 717%-35 58 43 mil 
W.C. (mil.) ‘54—$69.3 of 
W.C. (mil.) ‘55—$63.5 : 
(mil.) $ ; thi: 
= _ nena oe - ——— a 4 S 
SUN OIL .... 321.5 349.2 7.4 7.1 2.53 248 393 4.72 941 100 80 63% 78 1.3 
W.C. (mil.) ‘54—$81.1 
W.C. (mil.) ‘55—$78.1 
i sigs —— a — a oe T 
S‘RAY MID-CONT. OIL... 145.2 165.6 12.1 13.4 1.06 1.23 2.10 2.27 1.20 1.20 30%-21% 29 4.1 he: 
W.C. (mil.) ‘54—$100.3 a 
W.C. (mil.) ‘55—$ 84.2 dese 
; = _— —— — _ _ aoe on thoi 
TEXAS CO. —— 9646 15.0 144 2.28 252 4.12 478 2.12 2.35 69%-41% 62 37 oe 
W.C. (mil.) ‘54—$472.4 grec 
W.C. (mil.) ‘55—$538.7 all « 
| 7 ees — — : ete eee fi 
TEXAS GULF PROD... na. ne. ne. ne. 84 87 143 1.72 72 75 51 -25 4715 Gul: 
W.C. (mil.) ‘54—$4.0 an ¢ 
W.C. (mil.) ‘55—$4.9 life} 
——_ $$ eee ee gig 
TEX. PAC. COAL & OIL 11.8 11.9 35.1 31.6 1.15 105 2.22 2.22 90 1.00 45%-23% 43 23 mg 
W.C. (mil.) ‘54—$6.09 It ne 
W.C. (mil.) ‘55—$6.15 Iea’s 
—___——_ —_——— ——= ——— - duce 
TIDEWATER OIL 239.3 259.2 7.6 8.3 1.44 167 2.84 2.89 stock stock  4734-22% 43 stock shei. 
W.C. (mil.) ‘54—$94.5 hear 
W.C. (mil.) ‘55—$90.0 rese 
; ——=— Mid 
UNION OIL OF CALIF... 175.8 192.0 9.3 7.1 2.19 41.77 478 412 2.18 240 6556-41% 59 41 W 
W.C. (mil.) ‘54—$88.3 fant 
W. C. (mil.) ‘55—$79.4 _. 
——— 
*—Figures adjusted for stock splits and stock dividends. an 
W.C.—Working Capital. n.a.—Not available. 1_Plus stock. will 
Comments on each of the companies in the tables are carried at the conclusion of the story dealing with the oils. year 
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(Continued from page 704) 

Tapline stretches over a thousand miles of Arabian 
desert from Saudi Arabia to the Lebanese port of 
Sidon on the Mediterranean. More than 300,000 bar- 
rels of crude oil go through the pipe each day on 
the way to Europe. 


Up From Slavery 


Aramco has wrought drastic changes in the Saudi 
economy. In a land where slavery was widespread 
and the per capita income at less than $50 per year, 
it introduced a wage scale of about $1,100 annually, 
suvplemented by subsidies covering food, medicine, 
housing, education, recreation facilities and more. 
The value of these benefits alone is believed to be 
equal to the wages. 

But the Arabs constantly seek more, from the 
royal household down to the nomad turned oilfield 
employe. This is reflected in the trouble that com- 
pany now is having over Tapline. 

[Tapline was supposed to be completely exempt 


' from transit fees within Saudi Arabia until 1964. 


The three Arab countries to the north (Syria, Jor- 
dan and Lebanon), across which Saudi oil flows more 
than 300,000 barrels of crude daily, are down for 
more than $1 million each annually. With the Arab 
lands constantly pressing for a larger share of the 
rich Aramco stake, the company has no alternative 
but to pay more. The increase would be on the basis 
of the current flow through the pipe and the figure 
would be raised again two years hence, when new 
pumping units are expected to boost the flow on the 
order of 30%. 

At the current rate of flow, Aramco saves $32 
million yearly by moving oil through Tapline instead 
of canal-routed tankers. Tapline has offered to split 
this $32 million evenly among the four pipeline lands 
— Saudi Arabia, Jordan, Syria and Lebanon. 


The Kuwait Story 


The British-protected sheikdom of Kuwait at the 
head of the Persian Gulf is a little land of unrelieved 
desert populated by fewer than 250,000 Arabs. Al- 
though less than half the size of New Jersey, it has 
proven oil reserves of more than 40 billion barrels— 
greater than the 34.1 billion barrels calculated for 
all of North America! 

This fantastic oil treasure is shared equally by 
Gulf Oil Corp. and British Petroleum. It is scarcely 
an exaggeration to say that the oil of Kuwait is the 
lifeblood of Europe. 

The nationalization of Iranian oil was a stagger- 
ing blow, but Anglo-Iran, or British Petroleum, as 
it now is called, has gone on, in company with Amer- 
ica’s Gulf Oil, to make Kuwait an even greater pro- 
ducer than Iran. Indeed, this postage-stamp size 
sheikdom outproduces Iraq and Saudi Arabia. The 
nearly 400 million barrels turned out last year rep- 
resented more than 30% of all production in the 
Middle East. 

What makes these production figures all the more 
fantastic is the fact that the combine loaded its first 
tanker with Kuwait crude only 10 years ago. No 
Goleonda in all the recorded history of mankind 
can compare with the Kuwait treasure. It probably 
will tote up to 450 million barrels of crude oil this 
year, with half of this prize going to Gulf. 

The increase in Gulf’s share of Kuwait produc- 
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tion in 1955 over that of 1954 
was 16%. The average daily 
rate during the year was 479,- 
571 barrels, compared with 
413,289 barrels in the previ- 
ous year. As in the past, the 
major portion of this crude 
was sold to customers in the 
Eastern Hemisphere. 

Some was imported by Gulf 
for processing at its Philadel- 
phia refinery. Gulf would like 
nothing better than to expand 
the American market for its 
Kuwait product, but domestic 
interests are bitterly opposed 
to any sharp step-up in oil 
imports. Gulf already has 
moved toward becoming a substantial factor in the 
West Coast market through a financial arrangement 
with Union Oil Co. of California. 





Looking To the West 


Crude oil reserves of the North American Con- 
tinent, the heaviest consumer, are slightly in excess 
of 34 billion barrels (against 126.2 billion for the 
Middle East). Even so, this figure is fairly formid- 
able aside from any drain that would arise should 
the Middle East fail to prove a reliable source for 
Europe. And our Government in conjunction with 
the international oil companies, as noted earlier in 
this account, is planning for any contingency that 
may develop. 

More intensive exploration of the Williston Basin 
area, which extends into Canada, and the Dominion 
generally may very well force sharp alterations in 
previous estimates of oil reserves. These areas al- 
ready have shown great promise. In an age when 
companies must dig deeper for oil, especially in this 
country, searches are costly and risky. 

When these things are considered, along with the 
vital role of the petroleum industry in peace and 
war, it becomes easier to understand the so-called 
“tax breaks” accorded the industry. A replacement 
reserve must be recognized in all oil-producing coun- 
tries as a legitimate charge against profits, thus 
curtailing the tendency of taxes to confiscate the 
capital needed for reinvestment. In our own country, 
this method of accounting is covered by a statutory 
depletion allowance which has contributed in no 
small measure to meeting the heavy expenses of new 
exploration. 

The foregoing pretty much explains the ability 
of the American oil industry to ease any burden 
Europe may have to bear as a consequence of the 
friction in the Middle East. 


The Venezuela Story 


The story of South American oil exploration is 
pretty much the story of Venezuela. Brazil and 
Argentina, the biggest countries of Latin America, 
are heavy importers of oil products. They may one 
day come up with important oil finds of their own, 
but up to now exploration has been on a pitifully 
small scale, as their governments are hostile to such 
undertakings by foreign companies. 

Crude oil reserves of South America have been 
estimated at about (Please turn to page 746) 
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Potitical leaders under the American system 
do not impose, as a general rule, the discipline that 
marks the way of the more doctrinaire British par- 
ties. Thus, a member of the British Socialist 
(Labor) party is far more amenable to the party 
whip than his Democratic or Republican counter- 
part in our House or Senate. British Laborites 
promised socialist reforms in the first election cam- 
paign following World War II. They won election 
and proceeded to socialize a number of basic indus- 
tries. The Conservatives promised to undo much of 
this work if returned to office in the following elec- 
tion. They won and they did. 

Being neither doctrinaire nor disciplined to any- 
thing like the degree that prevails under the parlia- 
mentary system of Britain, the Republican and 
Democratic platform pledges, set forth at quadrennial 
national conventions, carry nothing like the weight 
they do in British circles. Planks adopted on pivotal 
issues usually are the work of a handful of party 
leaders who, in many instances, carry no. influence 
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with other members of the party. Indeed, the in- 
fluence of a man with a large voice on the labor or 
civil-rights plank quite often is dwarfed by a Senator 
or House member who takes no part in the debate, 
although he is hostile to the proposal that will 
emerge. He knows that it counts for little, aside 
from its vote-catching features. 


Keynoters Count For Even Less 


A strong President, of course, has been known t 
be the dominant voice in the welding of a platform 
President Franklin D. Roosevelt was such a man, 
still even he ignored the planks in a platform when 
it seemed to him that subsequent events justified 
an altered strategy. 

As for the men who keynote our conventions, they 
count for even less than the platform. It would, as 
an example, occasion no surprise to learn that most 
Democrats would prefer to forget the raucous ,dis- 
torted performance of their keynoter, Governor 
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Clement of Tennessee. He was chosen more because 
he represented a borderline state than any other 
attribute. Governor Langlie, the GOP keynoter, 
delivered a speech that was little more distinguished 
but a great deal more dignified. 

Keynoters are supposed to sound the tocsin. Fact 
is, they rarely do. It would be difficult to find within 
the ranks, Republican or Democrat, a man who 
could perform such a chore. It all goes back to the 
thesis set forth at the outset — Republicans and 
Democrats are neither disciplined nor doctrinaire. 
Their parties might well be called convulsions, em- 
bodying as they do innumerable breeds of elephants 
and donkeys. 

A Senator Flanders and a Senator McCarthy have 
little in common. But they are Republicans. A Sen- 
ator Ives and a Senator Jenner have little in com- 


Eisenhower 


Effected tax cuts, but he is opposed to any 
further reductions that would throw the 
budget out of balance. Any cuts would favor 
low and middle-income groups. 


Approach i is flexible. Soil Bank Plan, now in 
effect, has eased plight of farmers, but does 
not believe this is long-term answer. Op- 
posed to rigid supports. 


Feels Taft-Hartley has some good, some bad 
in it. Would amend, not repeal. Was cool 
to, but accepted, $1 minimum wage this 
year. Would have preferred 90 cents hourly. 


Remains unconvinced ‘that the ’ ‘new look” 
in the Kremlin changes anything but favors 
negotiations without letting down our de- 
fenses. 








Considers European ‘countries should be 
aided in building their own military de- 
fenses and in making industrial advances. 
Does not favor continuing military and other 
aid with no terminal point in sight. 


Believes protective-tariff idea has gone too 
far and that foreign trade, essential to our 
economy, can’t reach proper levels until 
teriffs, generally, are liberalized. 





Takes dim view of saber-rattling and be- 
lieves best way to contain Communism is 
to remain strong enough to meet its chal- 

lenge, if need be, in Europe rather than 
spread a possibly too-weak defense glob- 
ally. 


Eliminated controls on taking office and has 
sought to encourage business expansion. 
Opposed to monopolies and oligopolies; 
anti-trust enforcement has been vigorous 
and uncompromising. 





The Candidates and Their Philosophies 


TAXES 


FARMERS 


LABOR 


SOVIET 


TARIFFS 


ASIA 


mon; ditto Governor McKeldin of Maryland and 
Governor Bracken Lee of Utah. All of these men 
are Republicans. On the Democratic side, a Senator 
Eastland and a Senator Humphrey have just about 
nothing in common. Indeed, the average Southern 
Democrat is far more at home with almost any 
Republican than a liberal Democrat who represents 
a Northern urban constituency. 


Candidates Count For Most 


Hence, it is fair to say that platforms and key- 
noters can only propose, but it remains for the 
standard-bearers (assuming they win and have their 
way with Congress) to dispose. Incidentally, a Re- 
publican President, as an example, can even get over 
a larger part of his (Continued on page 743) 








Stevenson 


Doesn't go as far as his party in espousing 
cuts. Sees budget balance and payment on 
national debt equally important. Any tax 
cuts would favor lowest brackets. 


For rigid supports, although position ap- | 
pears to have been taken out of necessity 
rather than conviction. Counting heavily on 
farmers to swing election. 





Would repeal T-H. New legislative approach 
would be based on old Wagner Act. Would 
favor another rise in minimum wage to 
$1.25 hourly level. Counting heavily on 
labor leaders for election help. 


Not taken in by “‘new look” either. While 
approach would be flexible, he also would | 
keep defenses at high level so as to talk 
to Russia from position of strength. 


Thinks s there ‘has been too much bluff and 


FO REIGN bluster. Feels Suez crisis is consequence of 


AFFAIRS 


present policy. Believes security abroad has 
been subordinated to budget balance and 
tax-cut considerations. | 





Would carry forward the policies of his po- 
litical antecedents, favoring reciprocal 
trade. Protection-seeking domestic industry | 
would get a less sympathetic audience. 





Would help new young nations rising in 
that part of world, with emphasis on the 
economic rather than military. However, 
sees major challenge in Europe rather than 
in Far East. 





Strong for aid to small business. Would put 
strict curbs on corporate mergers. Any tax 
breaks would favor smollier firms and like 
policy would be pursued, where possible, 
on Government contracts. 








SEPTEMBER 1, 1956 


709 
















‘A 


zs \ \ Wea 
seeeeny ee 


geeeeee BP OVeee%ocec, 


Inside 
Washington 





LABOR has come through a session of Congress with 
nothing to show for its legislative efforts, and ex- 
tending thanks to neither political party. On the 
contrary it’s “a plague on both your houses,” in the 
reckonings of the unions. The laborites blame the 
Democratic-controlled House committee for stalling 
on Taft-Hartley amendments, broadened wage-hour 
coverage and some other items. But it has words of 
hurt criticism for the Administration, too. The 
union “line” where Democratic candidates are being 
supported is “still a mean-spirited withdrawal from 
Ike’s 1952 pledge to get rid of union-busting.” 





WASHINGTON SEES: 


The Democratic party at Chicago shook itself 
free of the old order and cleansed itself of the 
charge of bigotry which has laid against it since the 
Al Smith campaign. 

In the process of accomplishing these desirable 
objectives it probably removed itself further from 
the prospect of November success than it had been, 
and the betting gentry had been giving the party 
little encouragement from the very start. 

The Democrats offered to the country Adlai 
Stevenson, who had been trounced four years ago, 
and Estes Kefauver, who had twice failed to win 
the Presidential nomination and had to fight right 
down to the finish line in his quest for second place. 

But the convention built a new political. per- 
sonality in Senator John Kennedy of Massachusetts. 
Kennedy led Kefauver part of the way and was 
within reach of the goal when the bandwagon 
started to roll. Kennedy, a Catholic, drew major 
support from Southern tier of states and failed of 
nomination because the states which complained 
most bitterly about the 1928 walkout, walked out 
on him: Pennsylvania, Illinois, Maryland, etc. He 
drew strength from Arkansas, Alabama, Florida, 
Georgia, the Carolinas, Texas, Virginia. 














By “VERITAS” 


CAREFULLY kept under wraps in order that it might 
not disrupt negotiations which led to settlement of 
the steel strike was a Presidential order, readied 
for immediate application. It would have frozen 
warehouse stocks, prepared for channeling them into 
essential defense production. If settlement was not 
reached by August 1, the clamp-down was to be 
official. But when the fires were re-lighted, only 
jet aircraft and guided-missile manufacturers were 
feeling the pinch. Most companies holding Pentagon 
orders reported a safe inventory of at least 30 days. 
Wilson & Co., didn’t think that safe enough. Inci- 
dentally, the Democratic “liberals” will be able to 
make precious little campaign capital out of the 
strike. If there was any pressure, it was on the 
steel producers. 


CUTBACK in public-housing program brought criti- 
cism to the Administration and to Congress but 
seems justified by the facts. Closer analysis may be 
reflected in an even tighter bill next time. Congress 
settled on 35,000 public housing units this year and 
next year. But before a community may qualify for 
Federal aid it must demonstrate that it has in 
operation a workable plan for slum elimination. 
This has been the theory for many years but in 
practice many communities were allowed to ‘“‘seed 
new slums.” Measure of public housing: One-third 
of all New York City housing in past decade was 
produced by public and quasi-public programs. 


TARIFF controversy is in the making. The Treasury’s 
Bureau of Customs is preparing a list of imports 
which would be decreased in value by 5% or more 
under the Customs Simplification Act of 1956. When 
completed, the list will be published with 60 days’ 
notice for filing objections or petitioning to add 
other commodities. After final going over, new 
valuations will become effective on two lists: One, 











those taking the higher of the export or foreign |—— 


value; the other embracing all other imports, on 
export value basis only. 
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> Happenings in Chicago and in San Francisco high- 





light the fortunate fact that political parties are more 








responsible than their national conventions. 


Were it 





behold. 


Peace, 
major objectives of the Federal government, perhaps more 
so than they were when the words were first combined in 
political slogan more than half a century ago, to be 
revived this year by the GOP. 
gatherings which were to pick candidates and declare 
objectives for the next four years, was the issue whether 
the civil-rights plank in the platforms should be made 

up of strong words or weak words? 











— eee eee 


prosperity and progress today are the 


But blanketing the national 





» Delegates to the two conventions cannot even 
be credited with good intentions. 





With few exceptions, 





they were the folks who went to the 1952 conventions. 


They spent as much time then on civil rights 
as they spent this year. And if they were 
at the four national conventions that 
preceded, they recognized this year's as 
a repeat performance. They knew that 
regardless of what went into the platforms, 








share of convention deliberations, the 
seSSion of Congress which followed reduced 
the issue to proper size: An economic- 
social objective of merit but not one 
which should crowd national existence off 











it was idle talk that would determine 
nothing at all. They saw what happened in 
every session of Congress that followed 

a convention. 








» Ihe 1952 platform planks included 
the same high-sounding expressions as the 
ones which come out of this year's meet- 
ings. No new firing on Fort Sumter was 
threatened but the Southern delegations, 
regardless of party, went home knowing that 
integration will be delayed as long as the 
ingenuity of lawyers permits. They weren't 
alone in that: Northern delegates knew 
they were powerless to carry out the man- 
date of the platform until every recourse 
of the legislative and judicial branches 
of the Government has been exhausted. The 
South had tried a walkout on the Democratic 
party before. It failed, but civil rights 
wasn't to come legislatively, anyway. 




















» Democrats had seen Roosevelt and 
Truman insist on strong civil-rights 
planks, and then saw their party kill the 
implementing legislation in Congress. 
Republicans saw Eisenhower ask for much 
the same thing in more circuitous language, 
and then forge ahead of his convention to 
make an honest effort to attain the ob- 
jective. Then they saw their party members 
join with Southern Democrats to defeat 

the school aid bill on the racial issue. 
But in all instances in this half century 
vhen civil rights took a disproportionate 
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the Congressional agenda. 





» Ihe consternation which engulfed 
Congressmen of both parties when President 
Eisenhower vetoed the $1.6 billion rivers 
and harbors bill, suggests he didn't take 
counsel with his political advisers before 
doing the deed. And failure to do so at a 
critical part of an election year, confirms 
that he hasn't been politically guided 
right along. The President's vetoes have 
not been more numerous than those of his 
predecessors. But they have been more 
courageous than vote-getting: The farm 
bill, the military construction measure, 
and now the closest reach to a pork-barrel 
performance since Ike went into office. 
Each had votes riding on it. They were bills 
the practical politicians would have 
rushed through to enactment. But Ike killed 
them off without hesitation. 






































» The rivers and harbors veto may 
have wrecked the re-election chances of 
many Congressmen. The howls from their 
political headquarters so suggest. Many of 
the lawmakers have staked their chances on 
a single sizable project, a river or harbor 
improvement which would improve commerce 
in their areas, build payrolls running into 
millions. There was feverish activity in 
the closing days of the session to pass this 
bill. Its political importance didn't 
have to be guessed at. 
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Britain At The Crossroads 


By JOHN H. LIND 


L iquidating their empire is not only pain- 
ful for the British but also quite costly. Their latest 
retreat, the loss of the Suez Canal, may undo most 
of the cautious economic progress made by Britain 
since the beginning of the year. Britain is the 
Canal’s prime user. She receives about 15 percent 
of her total fuel requirements and most of her jute, 
rubber, wool, tea and lead through it. The possi- 
bility of an interruption of Canal traffic has already 
sent the prices of some of these commodities up. So 
far, consumers have not rushed in to stockpile but 
stocks are rather low at present and must be re- 
plenished by early fall. If the Suez Canal crisis has 
worsened by then it could well play havoc with 
Britain’s labored but successful attempt to reduce 
her foreign trade deficit. But this is only one of the 
repercussions from Col. Nasser’s Anglophobia. Until 
the new crisis, the government had hoped to reduce 
defense spending by $1.2 billion a year by slashing 
conventional force in favor of atomic weapons. Now 
all this is out and defense expenditures can be ex- 
pected to go up. This is bound to upset the Chan- 


712 


cellor of the Exchequer’s plan to cut public spend- 
ing as the government’s contribution toward fight- 
ing inflation. The third consequence of Suez is the 
strain on sterling currency. Speculators and busi- 
nessmen alike engaged in a good bit of anticipatory 
buying of gold and dollars and selling of sterling 
as soon as the news broke. Sterling has now some- 
what recovered but it must have cost the British 
Treasury a pretty penny to support its convertible 
sterling currency in the free markets abroad. 

It is still too early to say what the economic 
consequences of Suez will be for England (they 
are bound to be dire for Egypt) but if no ac- 
ceptable solution is found they could be extremely 
serious. 

Up to the time of the Suez Canal crisis, Britain’s 
economy was in a state of slight disinflation brought 
about by the combined forces of higher bank inter- 
est rates (5.5% since early this year) and shar?) 
restrictions on consumer installment purchases. The 
government’s announced economic objectives for the 
current year are: 
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(1) to restore a balance in overseas payments. 

(2) to secure redeployment of labor. 

(3) to prevent a sharp round of wage increases. 

So far, the government can claim to have achieved 
a certain measure of success in this anti-inflationary 
program, Labour Party critics notwithstanding. 
Let us first look at the domestic side of the economy. 
Last year at this time prices were nearly 6 percent 
higher than a year before, severe labor shortages set 
a limit to further expansion of output, consumer 
purchases (mainly on credit) were at an all-time 
high and trade unions, after having won one round 
of wage increases, were preparing for another. In 
the first seven months of this year, prices have 
advanced only 2.4%, unemployment has made its 
appearance in certain industries—notably the auto- 
mobile industry—though it is still only about one 
percent of the total labor force, and consumption 
has been maintained at about the same level as in 
the second half of 1955 with a marked fall in the 
purchase of cars and household goods. Yet, these 
measures have not resulted in any retrenchement of 
business activities. New investments in manufac- 
turing industry have been rising by 15-20 percent 
this year which is approximately in line with the 
rate of increase in the last few years. 

The major threat to stability comes at present 
from labor’s side. The unions are in a fighting mood 
right now because of the dismissals in the auto- 
mobile industry, due partly to lower sales and partly 
to the introduction of automation. At the British 
Motor Corporation the workers called a protracted 
strike against these lay-offs, because they had been 
given only about 36 hours notice and one week’s 
dismissal pay. In recent conferences with Prime 
Minister Eden top labor leaders have been urged to 
practice wage restraint just as business has been 
exhorted to practice price and profit restraint. How- 
ever, the Trades Union Congress meeting in Sep- 
tember is unlikely to show any desire for compro- 
mise and reasonableness. Four of the six largest 
unions specifically condemn wage restraint. The 
Transport and General Workers Union even exhorts 
labor in a resolution “to use its bargaining strength 
to protect the workers from the dislocation of an 
unplanned economy.” Whether labor can force man- 
agement to meet their demands in the forthcoming 
negotiations depends partly on how much consumer 
prices have gone up since the last wage increase and 
partly on the number of unemployed in Britain. 

However, the real big issue in the coming negotia- 
tions will not be wages but what to do about the 
coming of age of automation. This is a thorny issue 
indeed and one that labor and management in the 
United States may also soon have to face. British 
trade unions are of course not opposed to automa- 
tion per se but, on the basis of their first experience 
at British Motor Corporation, they do insist on 
prior consultation regarding dismissals as well as 
substantial severance payments. The government’s 
view is that any regional unemployment caused by 
labor-saving devices could easily be soaked up in 
the many areas still suffering from labor shortage. 
This boils the argument down to the familiar prob- 
lem of the mobility of labor. Chancellor Macmillan’s 
view is “that we should avoid under-employment... 
in one branch of industry while labor shortage exists 
in another.” His Labor Party opponents have an- 
swered this economic truism with an appeal for 
more “planning” against future employment redun- 
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United Kingdom Trade by Areas 








(£ million — monthly averages) 


Ist half 








Ist half 
1955 1956 
Total imports (cif) 317.5 329.4 
Dollar area 65.9 67.6 
OEEC area 75.7 81.7 
Other non-sterling 40.1 45.9 
Sterling area 135.8 134.2 
Total exports (fob) 241.6 278.5 
Dollar area 31.4 44.7 
OEEC area 67.5 74.2 
Other non-sterling 26.1 35.0 
Sterling area 116.5 124.6 
Total deficit 75.6 50.9 
Dollar area 34.5 22.8 
OEEC area 8.1 7.5 
Other non-sterling 14.0 10.9 
Sterling area 19.3 9.7 

United Kingdom Exports 

(£ million) 
Ist half Ist half 
1955 1956 
Total 1,392.8 1,590.8 
Of which:— 

Non-electric machinery 222.4 260.2 
Ships and boats 25.6 46.6 
Aircraft (excl. engines) 18.8 39.9 
Electric machinery 90.6 109.6 
Non-ferrous metals 30.1 47.0 
Chemicals 110.9 121.9 
Iron and steel 77.0 87.1 
Comm. vehicles 41.0 49.9 
Petroleum products 39.7 48.2 
Manufactures of metals 78.7 85.2 
Wool manufactures 58.7 62.8 
Railway vehicles 19.9 22.4 
Motor cars and chassis 64.4 58.9 
Cotton manufactures 49.9 44.6 
Coal 29.9 29.8 

United Kingdom Imports 

(£ million) 
Ist half Ist half 
1955 1956 
Total 1,903.0 1,976.5 
Of which:— 

Cocoa, coffee and tea 121.2 84.5 
Wood and wood manufactures 95.7 79.7 
Wool and tops 108.4 100.0 
Feeding stuffs 30.8 23.1 
Coal 33.3 27.0 
Cereals . 118.2 115.3 
Iron and steel 39.1 63.3 
Rubber 37.0 51.0 
oil 165.0 187.6 
Fruit and vegetables 113.9 135.1 
Dairy products . 82.9 95.4 
Non-electric machinery 45.6 55.0 
Ores and scrap 75.5 83.8 
Non-ferrous metals 108.6 116.0 


























dancies. If carried through, this 
could mean a government check 
on all industrial expansions and 
productivity improvements. 
Important as the wage and 
price stabilization issues are, the 
real measure of Britain’s eco- 
nomic state lies in her foreign 
trade and payments performance. 
Here we have a definite improve- 
ment over the exceptionally bad 
showing of last year but com- 
pared to earlier years the im- 
provement is much less impres- 
sive. According to Chancellor 
Macmillan, balance of payments 
surplus during the first half of 
1956 “will certainly not be less 
than £100 million (280 mil- 
lion).” During the same period 
of last year there was a surplus 
of only $42 million which in the 
second half of last year turned 
into a $330-million deficit. Noth- 
ing like this is expected for the 
remainder of this year. In fact, a 
well-informed estimate by the 
London Economist places the 
balance of payments surplus for 
all of 1956 at $560 million. (Of 
course, this does not take any 
unforeseen consequences from the 
Suez Canal affair into account). 
Britain’s current surplus is 
partly, but not fully, offset by a 
deficit in the overseas sterling 











The Export Race 
($ million) 
1953 1955 Change 

Power machinery: 

UK 213 272 + 27 

Germany 119 141 + 18 
Agric. machinery: 

UK 42 50 + 19 

Germany 30 45 + 50 
Tractors: 

ee 119 163 + 37 

Germany 51 75 + 47 
Office machinery: 

ae ; 31 41 + 32 

Germany 26 48 + 85 
Metal working 

machinery: 

UK 82 78 — § 

Germany 187 177 — § 
Elec. machinery: 

UK 482 537 + 12 

Germany 276 449 + 63 
Other machinery: 

UK ... 625 682 + 9 

Germany 555 704 + 27 
Railway vehicles: 

UK 119 113 — § 

Germany 60 58 — 3 
Road vehicles: 

UK 695 834 + 20 

Germany 281 590 +111 
Ships and boats: 

UK WW 150 + 35 

Germany 89 168 + 89 
UK total 2,519 2,922 + 16 
German total 1,673 2,457 + 47 


W here 


the Exports Go 














area. The trade relationship be- —— a . 
tween these two divisions of the ‘1953-1955 
world’s major currency bloc is jy. -_-  « 

rather interesting. Britain is OEEC area 2,088 2,296 
largely an exporter of manufac- Sterling area 3,243 3,694 
tures and an importer of raw Eastern Europe 43 103 
. . North America 886 910 
materials while the overseas ster- —josin America 310 318 
ling countries (all British domin- Rest 660 814 
ions and dependencies except Fa 
: Total 7,230 8,135 

Canada plus several other Middle _ 

and Far East nations) are ex- Germany: 
porters of raw materials and buy- EEC _ area — 
. Sterling area 324 512 
ers of finished goods. In the last estou Geune 54 121 
five years world prices have North America 328 442 
worked mainly against the over- Latin America 431 504 
seas sterling countries and in es sé. 
favor of industrial Britain. Yet, Total 4,389 6,100 

Volue of Trade dock t 
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it was largely because of Britain’s 
import spree from non-sterling 
countries that the entire sterling 
area suffered such a heavy deficit 
last year. The fact that this year 
Britain is adding to the common 
pool and the overseas sterling 
countries are taking away from 
it to finance their excess imports 
tends to restore a psychological 
balance between the two parts. 
Indications are that the deficit of 
the overseas sterling countries 
will disappear in the second half 
of 1956 due to the Suez Canal 
crisis and the high level of eco- 
nomic activity in the U.S., both 
of which are beginning to push 
commodity prices up once again. 

Britain’s own foreign merchan- 
dise trade is now in fair shape. 
The accompanying tables give an 
indication of the improvements 
over last year. Exports jumped 
up by $554 million while imports 
increased by only $206 million. 
The result was a sharp reduction 
in the trade deficit. The biggest 
improvement in exports to any 
major area was with the dollar 
countries, mostly the U.S. and 
Canada. On the import side, the 
sharpest cut was made with the 
overseas sterling area. This is 
partly due to the aforementioned 
temporary running down of raw 
material stocks. The official fig- 
ures in the tables give a slightly 
distorted picture of the real im- 
provement between the two pe- 
riods because last year at this time 
a major dock strike affected both 
incoming and outgoing shipments, 
but not to the same extent. The 
Board of Trade estimates the true 
increase in the value of exports 
over last year at 10 percent and 
in the value of imports at six per- 
cent. The advance in exports has 
finally halted Britain’s decline in 
world exports. Her share has now 
been kept at 20 percent for over 
one year. In 1951 Britain’s share 
of world exports was still 22 per- 
cent, the same as in the prewar 
period. Trade returns for July 
have further borne out the favor- 
able trend of the first six months. 
Though exports were slightly 
lower than in June, imports fell 
much more and the trade deficit 
was the year’s second smallest so 
far. The rate of exports to North 
America was also maintained in 
July and was 23 percent above 
1955. 

In the coming months, Britain’s 
exports are likely to be somewhat 
adversely affected by new import 

(Please turn to page 740) 
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1956 Midyear 
Re-appraisals 
OF VALUES: 


EARNINGS 


and Shipbuilding 


On the pages following there will be found 
the fifth in our series of 1956 midyear re-appraisals 
of values, earnings and dividend forecasts. (The 
oil industry, although part of the series, has been 
featured elsewhere in this issue.) 

In the four preceding instalments, the present one 
and the final study, which will be published in the 
issue of September 15, we have sought to highlight 
the mixed trend of business during the first half of 
this year. These midyear studies not only have 
pointed up the divergent nature of the economy, 
but the mixed .pattern that prevails within each 
industry. 

The studies to date have dis- 


AND DIVIDEND 
FORECASTS 


Prospects and Ratings for: 
Oils, Aircraft, Airlines, Transport, Shipping 


Part V 
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a stock market) that is highly selective, he is faced 
with the danger of becoming involved with equities 
that are faced with declining fortunes. On the other 
hand, careful study will show innumerable com- 
panies that are making considerable progress, al- 
though here there enters the factor of the degree 
to which their good fortune has been discounted 
in the marketplace. 

An investor may find it highly interesting to 
learn that cash dividend payments by corporations 
are at an all-time high. But even more important, in 
assaying dividend prospects, the investor would do 
well not to raise his expectations indiscriminately 
merely because the general divi- 





closed no little erosion of profits 





arising out of higher costs for 


dend trend is upward. He would 
be better advised to limit him- 


* ceded 





labor and material. This condi- 
tion prevails in hundreds of com- 
panies and scores of industries. 
In instances where output had 
been curtailed—fields producing 
or closely associated with ap- 
pliances, the automotive indus- 
try and textiles—earnings re- 
sharply. In _ industries 
where production continued at 
high levels and the labor factor 
was relatively small there were 
marked gains from a _ year 
earlier. 

This mixed pattern represents 
both a peril and a promise to 
the investor. In an economy (and 
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Industries Featured in 
Mid-Year Forecast 


— in six consecutive issues of 
The Magazine: 

Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Rail, Elect., 
Farm, Office Equipments — Building 
— Machinery — Specialties — Steel 
— Auto & Tires — Accessories — Air- 
craft — Airlines — Bus & Truck — 
Shipping — Metals — Petroleum — 
Chemicals & Drugs — Paper. 

















self to an exploration of dividend 
possibilities among those com- 
panies with a steadily widening 
margin of earnings over divi- 
dends which have not yet taken 
action to raise their dividends. 

As a guide to the investor, the 
companies covered in the sur- 
veys appearing in this issue are, 
as usual, given ratings. The sta- 
tistical tables and commentaries 
should prove especially invalu- 
able. 

Metals, automotive and auto- 
motive parts, along with chemi- 
cals and drugs will be covered in 
the September 15 issue. 
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DYNAMIC 


AIRCRAFTS 


Which Companies Will Get 
The Big Orders in 1956-57-58 


By ALLEN M. SMYTHE 


Wen “Engine” Charles Wilson took over as 
Secretary of the Defense Department he found 10 
turbojet engines of as many sizes being used or de- 
veloped by the military. After a survey by his own 
experts, he attempted to issue a directive standard- 
izing sizes and types, saying that most of them were 
“obsolete, unsatisfactory, or complete failures” and 
were not a credit either to industry or to the armed 
services. 

Industry, through the Aircraft Industries Associa- 
tion, opposed the plan as “catastrophic” and a review 
of the situation lasted over a year. Finally, a direc- 
tive calling for standardization of new engines was 
issued. This has resulted in a plan to keep the new 
large turbojet engines in 11,000-, 16,000- and 25,000- 
pound thrust categories. This procedure is expected 
to keep the design, development and production of 
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jet engines in a “competitive environment.” Indus- 
try is cooperating in this effort. 

The trend of military demand calls for speed and 
height rather than numbers of aircraft. Piston en- 
gines have power and weight limitations. Turbojet 
engines are the answer to speed. Turboprop, or “‘jet- 
propeller,” engines are more economical in fuel and 
are being adapted to aerial transports. 


Emphasis on Turbojets 


The big money is being spent for turbojet engines. 
As speeds increase in an arithmetical ratio, power 
and costs increase in a geometrical ratio. Tremen- 
dous heats and power, use of special alloy steels, 
intricate design, close tolerances, all require the 
highest type of scientific and engineering skills. 
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Costs and chances of failure are high. Six years 
from the design to production is the usual lead time. 
A manufacturer can be in development for four 
years before he discovers he has a “clunker.” 

Prestige and profits from the increasing expendi- 
tures for jet engines have kept old-line engine 
companies in the field and encouraged responsible 
newcomers to enter it. Possibilities of commercial 
business also are an attraction. We shall deal with 
this segment at length later on. 


Ford and United Aircraft Role 


Large research contracts go to firms in the busi- 
ness and the Government is liberal with loans of 
money and equipment. Facilities contracts and com- 





come the workhorse for both the Navy and Air 
Force. Eight of them power the Boeing B-52. It is 
used in the new Air Force supersonic planes, the 
North American F-100, the McDonnell F-101, the 
Convair F-102, and the Republic F-105. The Navy 
uses them in its Douglas Skyray and Skywarrior 
and the supersonic Vought F8U carrier fighter. It 
has replaced the Allison J-71 as the power plant 
for the Snark, the intercontinental “air breathing” 
guided missile developed by Northrop. Allison is a 
division of General Motors Corp. 

Pratt & Whitney has produced the J-62, a 6,000- 
pound thrust engine, for the Navy. Its prospects 
are limited. It also is reported to be working on a 
25,000-pound thrust engine. Announcement has been 
made that it has been developing for 
several years an atomic aircraft engine. 
It has a substantial backlog of other re- 
search and development contracts. 


GE Engine Also In Favor 








plete factories are given to competent manufactur- 
ers. The risks are small—the financial rewards are 
very attractive. 

_The J-57, the symbol for the Pratt & Whitney 

aircraft turbojet engine, will coin for its manufac- 
turers over two-thirds of the billion dollars that the 
Defense Department will spend this year for making 
this type of aircraft engine. 
_ In 1957 and 1958, the J-57 and its larger and 
improved successor, the J-75, will increase slightly 
this percentage as the military expenditures for jet 
engines jump to $1.6 billion and $2 billion annually, 
respectively. 

Two companies will benefit. The first is the Pratt 
& Whitney Division of United Aircraft with fac- 
tories at Hartford, Connecticut. The other is Ford 
Motor Co., licenseé and second source for Pratt & 
Whitney engines, which produces them at the large 
Federally-owned factory south of Chicago. Between 
$300 million and $400 million has been spent there 
for special tooling and equipment for quantity 
production. 


Chrysler Making Bid 


Many Pentagon officials expect Ford to be the top 
producer by 1959. ; 

Several years ago | "a 
the Chrysler Corp. 








1956-7 and 1958 





Pentagon officials are enthusiastic 
about the J-79, the new engine being de- 
veloped by the General Electric Co. In 
the 11,000-pound thrust category, it has developed 
considerably more power. Its weight is well below 
the hoped-for 3,000 pounds. Small frontal area and 
with many new features, it promises to be one of the 
most reliable power plants yet developed. 


Rugged tests have proved its performance at all 
speeds of today. A few “bugs” that have developed 
at the high supersonic speeds of tomorrow are being 
ironed out and it will be ready for quantity produc- 
tion some time next year. 


Only 200 test models are being built this year. The 
gas turbine division is cruising along on contractual 
requirements of $45 million this year. Next year 
they will jump to $190 million. In 1958, the amount 
will go over $350 million. 

After 1958, the future business of airframe and 
jet-engine manufacturers may be determined by the 
part played by guided missiles in national defense. 
However, General Electric is entering the commer- 
cial jet engine business in a big way in 1959. Four 
of these lightweight, high-performance engines will 
power the new Convair General Dynamics jet air- 
liner. Delta and TWA already have contracted for 
40 of these new commercial transport airplanes. 

About $40 million is to be invested for the com- 
mercial development of this engine, which indicates 
the confidence the 
company has in the 
future of jet trans- 


was making an ac- Military Business of Jet-Engine Manufacturers _ ports. 

tive campaign to be (Does not include spare parts) The Cincinnati 
the third source. = , benicar plant of General 
This failed when First6Mos. Future Electric has a huge 
Pratt & Whitney > = Contractor Engine 1956 1957 of 1958 Trend backlog of research 
announced expan- |,..4 _..., d57, 475 269,000 580,000 305,500 Up contracts on ad- 


sion plans. With the | pratt & Whitney (United Aircraft) J-57, J-75 
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Chrysler is reported Allison (General Motors) . 7 
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421,000 677,000 373,000 Same | vanced types of gas- 
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business is well 
known and of 
great concern to 
the investor. With 
lead time of three 
and four years to 
produce an ac- 
ceptable airframe 
and six years for 
“ a jet engine the 
peaks and valleys are becoming wider. Scientific 
discoveries, changed military needs, and often just 
plain luck have a large impact on the fortunes of 














contractors for military aircraft. 
Peaks, Valleys Become Wider 


General Electric had another reason for a slump 
of several years in jet-engine business. This unusual 
reason was good management and good fortune in 
producing a remarkably reliable engine—the J-47— 
which is in the 6,000-pound thrust class. 

Six of the J-47’s are installed in each of the 1,800 
Boeing B-47 medium-range bombers. These three- 
man bombers operate from our oversea bases and 
are the backbone of our Strategic Air Command. A 


























a 
Statistical Data on Leading Aircraft Companies* 
Ist 6 months. Foll Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
Millions) % % 1955 19561954 s19SSs9SS:S(1956 1955-1956 Price Yield 
BEECH AIRCRAFT ..........$ 20.519 $ 19.319 13.7%10 11.9%19 $3.7319 $2.0210 $4521 $4.79! $0.98 $1.20 30 -18% 27% 44% 


W.C. (mil.) ‘54—$5.6 
W.C. (mil.) ‘55—$8.9 





BELL AIRCRAFT... 108.0 99.0 3.1 3.2 1.23 
W.C. (mil.) ‘54—$19.5 
W.C. (mil.) ‘55—$22.8 as 





123. #247 £42225 #2125 #100 38 -20 23% 43 





BOEING AIRPLANE ..... 370.3 407.3 3.7 36 2.09 
W.C. (mil.) ‘54—$86.8 
W.C. (mil.) ‘55—$96.8 








2.22 5.70 467 1.62% 1.62% 54%-27% 53% 3.0. 





CESSNA AIRCRAFT... 36.419 51.010 5210 5510 95410 39510 2981 3.88! 1.00 1.40 375-16% 37% 37 


W.C. (mil.) ‘54—$5.9 
W.C. (mil) ‘55—-$7.8 








CHANCE VOUGHT ....... 59.9 51.2 3.0 3.0 1.63 
W.C. (mil.) ‘54—$17.4 
W.C. (mil.) 55—$20.5 





W.C. (mil.) ‘54—$106.8 
W.C. (mil.) ‘55—$124.9 





W.C. (mil.) ‘54—$71.0 
W.C. (mil.) ‘55—$83.5 
W.C. (mil.) ‘54—$19.6 
W.C. (mil.) ‘55—$18.5 





W.C. (mil.) ‘54—$ 67.3 
W.C. (mil.) ‘55—$125.3 





W.C. (mil.) ‘54—$33.2 
W.C. (mil.) ‘55—$38.4 





11—Six months ending May 31. 12—Nine months ending April 30. 
15—_Year ending April 30, 1955. 16—Year ending April 30, 1956. 








CURTISS-WRIGHT ............ 250.1 279.1 6.0 73 #4+202 : 
DOUGLAS AIRCRAFT .... 435.811 453.111 3.111 @2ell 3.71 3.46 
FAIRCHILD ENG.& AIR.. 789 695 27 4211.0 073. 
GENERAL DYNAMICS .... 343.0 4144 27, 27 1.88 
1.86 5.10 443 1.82 2.00 41%-27% 29 6.9 


GRUMMAN AIRCRAFT ... 115.1 _ 89.7 48 4.6 2.52. 


W.C.—Working Capital. 1—Year ending September 30. 2—Year ending Nov. 30. %—Year ending June 30. 4_Year ending July 30. 
5—Plus 5% in stock. 6—Plus 3% in stock. 7—Plus 10% in stock. 8—Year ending Oct. 31. 10_Nine months ending June 30. 


135 615 441 41.60 160 68 -29% 38% 42 


276 250 474 «24175 £«©+2.20 £38%-15% 37% 5.8 


765° 400 400 94 -62% 872 4.6 


e 
& | 
| 
o 
tw 


0.23 1.43 1.41 «055° O55 213411 12% 43 


2.20 460 423 2.15 240 80 -37% 77% 3.1 





13_Six months ending April 30. | 14—Three months ending July 31. 
*—Adjusted for stock splits and stock dividends. 





Beech Aircraft: Backlog in July was at $93 million, indicating steady 
increase in total amount of military and commercial aircraft products on 
order. Previously reported backlog at $63 million last September, $76 
million at close of 1955 and $84 million on March 31, 1956. Company 
linked to merger rumors. General Dynamics, which does not have an execu- 
tive-plane line, believed interested. C2 


Bell Aircraft: Net profits maintained despite din in sales for this topnotch 
producer of helicopters and other aircraft. Increasing emphasis on missile 
contracts and other classified projecis should help sustain volume. C2 


Boeing Airplane: Received last month orders totaling more than $576 mil- 
lign for jet bombers, spare parts and engineering data. Backlog over $3 
billion. Boeing is a leading factor in commercial jet planes. Company has 
been awarded new tax-amortization certificates. Company is st t in 
the industry. Al 





Cessna Aircraft: Company has been able to raise sales and earnings 
despite declines in military volume. Business in commercial planes has 
shown strong growth. Subcontract volume is substantial. C1 


Chence Vought: Abnormal expenses involved in changing contract work 
have had adverse affect on profit margins. Increase in shipments, how- 
ever, anticipated for coming year. Has important role in guided missiles. 
Dividend cover adequate. 








Curtiss-Wright: Its link to Studebaker-Packard should enlarge its role in 
the defense program. Increase in c cial ship ts, affording wider 





margins than military contracts, accounts, in part, for higher earnings. Bl 


Douglas Aircraft: This is one of the kingpins, heavily engaged in produc- 
tion of various types of planes for the military and turning out guided 
missiles. It also is the foremost maker of commercial and passenger air- 
craft. Along with Boeing, it has made giant strides in developing com- 
mercial jet planes. Company led industry in sales last year, but sustained 
profits dip. Earnings should improve rest of this year and through 1957. A2 


Fairchild Engine & Airplane: Heavy expenditures preliminary to production 
of turbine-powered aircraft and continued emphasis on research programs 
have affected earnings. Changeovers and strike troubles also factors. 
With current order backlog in excess of $200 million, prospects for 
months ahead appear brighter. C3 

one - 


of aircraft for military and ¢ cial « s. Sales for year should 
approximate a billion. The $4.23 a share shown for 1955 should be sur- 
= pre making notable progress in nucleonics, electronics and 
missiles. A 


General Dynamics: Backlog around $1.75 billion for this diverse producer 





Grumman Aircraft: Sales and net have been hobbled by delay in delivery 
of comp ts to Gr , which held up its own deliveries. Situation 
has improved, hence sales in final half should run at rate at least as good 
as the $50 million second-quarter level. Backlog at end of second quarter 
consisted of $181,371,000 firm contracts and $210 million letters of intent. 
This compares with $211,808,000 firm contracts and $262 million letters 
of intent on March 31. C3 








RATINGS: A—Best grade. B—Good grade. 
C—Specu ative. p D—Unattractive. 





1—Improved earnings trend. 














gs trend. 3—Lower earnings trend. 
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saving of 125 of these was due to “unusually low 
attrition.” In military jargon, this means that well- 
trained pilots on good bombers with reliable engines 
smashed up 125 less planes than was expected. 
The J-47 also powered the famous North Ameri- 


duced 31,000 and 
then reduced em- 
ployment to await 
the final develop- 
ment of the J-79. 





































































































) | 
] , can F-86 Sabre in the Korean War. It powered the (Studebaker, asa 
1 Navy FJ-2 carrier nghter. Four are used to augment second source, 
7 oe the piston engines on the long-range B-36 bomber. made 5,000 
The period between overhauls was far beyond the J-47’s). The Air 
. expectation of either the company or the military Force admits 
* services. They were dependable and very hard to there are a “considerable number” in storage. 
d wear out. The Air Force cut back the contracts by The Air Force thinks the J-79 will be equally 
, © several hundreds of millions. General Electric pro- reliable and has made (Continued on page 741) 
A 
Statistical Data on Leading Aircraft Companies* (Continued 
g P 
——__—__———————Ist 6 Months Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
———(Millions) %o % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
LOCKHEED AIRCRAFT $190.517 $187.717 2.4%17 2.4%17 $1.6317 $1.5617$7.94 $6.12 $3.00° $2.80 644-40% 4812 5.8 
W.C. (mil.) ‘54—$53.5 
W.C. (mil.) ‘55—$85.0 ~~ S = ae een 7 ; aan 
MARTIN (GLENN L.) $127.0 $139.0 4.3% 3.2% $2.15 $1.64 7.85 4.92 1.50° 1.60 44 -23% 34% 446 
W.C. (mil.) ‘54—$35.9 
W.C. (mil.) ‘S5—$45.1 en en ee ee: : _ 
McDONNELL AIRCRAFT _ 154.6° 186.2% 3.08 3.7% 3.16% 4.55% 2.52% 3.17° 0.50 0.50%  3834-14% 37% 1.3 
W.C. (mil.) ‘54—$ 9.4 
W.C. (mil.) ‘55—$12.8 ; ee ee a ee eee : 
NO. AMER. AVIATION 580.419 636.719 4,110 3.510 3.4410 3.2519 3.231 4.71! 1.75 2.00 4734-2358 4442 45 
W.C. (mil.) ‘54—$59.7 ; 
W.C. (mil.) ‘55—$70.9 : Se eS oe = = ; ; 
NORTHROP AIRCRAFT 214.9! 227.012 4.21- 2.012 6.05!2 2.9812 5.254 7.894 1.60 1.60 3934-21%4 860623 7.0 
W.C. (mil.) ‘54—$10.1 
W.C. (mil.) ‘55—$18.2 =% ’ eS — ee 7 _— _ - — , 
REPUBLIC AVIATION 300.6 163.2 3.2 2.1 6.47 2.38 6.10 10.01 3.00 3.00 4652-288 31 9.7 
W.C. (mil.) ‘54—$25.6 
W.C. (mil.) ‘55—$33.1 tn ‘ a ee ee —— nies 
ROHR AIRCRAFT CORP. 61.6!- 68.912 612 3.312 2.4012 2.6012 3.904 3.634 1.10 1.40 35 -21 29 48 
. W.C. (mil.) ‘54—$4.8 
W.C. (mil.) ‘55—$6.6 a ee _— et aa 
RYAN AERONAUTICAL 19.418 21.913 4,118 3.213 2.0913 1.8013 5.155 4.075 0.50 0.50 5012-27 35 1.4 
. W.C. (mil.) ‘54—$7.3 
W.C. (mil.) ‘55—$8.4 ee ee 
SOLAR AIRCRAFT . 12.914 15.914 3.1 nil 0.5614 49.2714 3.0315 1.8216 1.15 1.00 275-18 23 43 
- W.C. (mil.) ‘54—$ 8.6 
W.C. (mil.) ‘55—$10.5 
UNITED AIRCRAFT ......... 360.4 460.2 4.2 45 3.02 4.02 5.11 6.14 2.75 3.00 8532-44 84 3.6 
— W.C. (mil.) ‘54—$75.3 
W.C. (mil.) ‘55—$88.7 
W.C.—Working Capital. 1—Year ending September 30. 2—Year ending Nov. 30. %—Year ending June 30. *—Year ending July 30. 
5—Plus 5% in stock. 6—Plus 3% in stock. 7—Plus 10% in stock. %—Year ending Oct. 31. 10_Nine months ending June 30. 
= 11_$ix months ending May 31. 12—Nine months ending April 30. 13—Six months ending April 30. | 14—Three months ending July 31. 
31 15—Year ending April 30, 1955. 16—Year ending April 30, 1956. 17—First three months. *—Adjusted for stock splits and stock dividends. 
ig AP — — 
c- Lockheed Aircraft: Long-range program designed to increase commercial Republic Aviation: Operations curtailed by strike. Earnings this year 
od sales and maintain position in military field. Aim is to grasp opportunities should be sharply under the good 1955 showing. Backlog about $335 
ir- in a jet-atomic-electronic age. Backlog of commercial orders is at a record million. In addition, there currently are being negotiated contracts with 
n- $400 million. It represents one-third of the total backlog of about $1.2 estimated value of $217 million. C3 
4 — Rohr Aircraft: Company incurred unusual expenditures for plant rearrange- 
Martin (Glenn L.): This company has had a checkered career and was ment, tooling and development and starting costs. New jobs undertaken 
on saved from extinction only by the Korean War buildup. Expectations of for Lockheed and Boeing should help to maintain high-level activity. 
ms a major defense contract and progress with guided missiles should give Backlog, at $154 million is steady. C1 
rs. company a lift. Improvement since first quarter of 1956 has been en- i 
for couraging. C3 Ryan Aeronautical: Recent orders for more than $12 million of Boeing 
jet tanker-support fuselage sections should assure higher over-all produc- 
McDonnell Aircraft: Ended its 1956 fiscal year last June 30, with net tion. This is a “follow-on” order. New orders bring backlog to $75 million. 
cer earnings of $4.55 a share, an appreciable gain over the previous year. divided fairly equally between commercial and military projects. C3 
sid Entered current fiscal year with substantial order backlog totaling $679.8 ’ ; 
sali million compared with $305.4 million a year ago. Solar Aircraft: Large volume of business in replacement market for jet en- 
ae gine parts stimulating reversal of downtrend. Setback last year was due 
North American Aviation: Profits for fiscal year ending September 30, in large measure to retooling for new types of components. Backlog has 
should show moderate gain from last year. Has order backlog totaling doubled in year. Cl 
vid $1.2 bitten. 82 United Aircraft: This is: the outstanding maker of engines in the industry. 
50d Northrop Aircraft: Price adjustments downward on F-89 interceptors and It also is a leader in propellers and helicopters. Unfilled orders at June 
rter cutback in F-84F orders depressed 1956 fiscal year earnings below the 30 totaled $2.1 billion, against $1,325,000,000 a year earlier. Dividend 
ent. $7.89 a share realized last year. We estimate net for the 1955-56 period record is outstanding. Stock offers security of principal and assured in- 
ters at $3.80 a share. Current $1.60 annual dividend should be maintained. C3 come. Appreciation possibilities are consideruble. 
—— RATINGS: A—Best grade. B—Good grade. 
C—Speculative. D—Uncttractive. 
1—Improved earnings trend. 2—Sustained earnings trend. 3—Lower earnings trend. 
—— a TT 
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SS America (foreground) and SS United States pass in the Hudson R ver 


Shippers and Shipbuilders 


Expecting Smoother Sailing 


By H. F. TRAVIS 


The shipping and shipbuilding industries 
would appear to have fair sailing ahead and not a 
few factors in these fields may well be launched on 
a new wave of prosperity. This is a dramatic turn- 
about for these industries, which until recently were 
catalogued as “depressed.” 

The better day now on the horizon for these com- 
panies stems from a combination of factors—foreign 
trade is at record levels, a world shipping boom 
gives promise of a record merchant ship and re- 
placement program, the Government sees the wis- 
dom of a flourishing merchant marine, and oil 
tankers and supertankers are in short supply. 

Let us proceed to examine the situation prevail- 
ing in each of these industries, beginning with the 
shipbuilding group. 


Record Tonnage In Sight 


Shipyards of the world this year are expected to 
produce 5 million gross tons of new merchant ves- 
sels, which would just about equal the 1954 record 
for a peacetime year. Britain, as usual, continues 
to be the world’s top shipbuilder, followed by West 
Germany and Japan. 

Activity in United States yards is expected to 
hold around this year’s $500 million level through- 
out the Government’s fiscal year, which began July 1. 
It is anticipated that some $505 million in new 
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orders will be placed with domestic shipyards before 
June 30, 1957. These will involve construction and 
conversion of 56 merchant ships. 

As of July 1, the yards were working on orders 
for 57 ships representing a total cost of $438 mil- 
lion. The Government will get bids before the closs« 
of the year for a new superliner, a sister ship of the 
United States Lines luxury liner United States 
which will serve as a replacement for the old 
America. And before the closé of 1956, the Govern 
ment also expects to have building plans ready 
which would enable it to invite bids for construction 
of a nuclear-powered merchant vessel. 


Suez Impact Studied 


This Government, of course, also is giving con 
sideration to the implications of the Suez Cana 
crisis. There are 39 tankers in the reserve fleet 
that could be called on to ease any shipping pincl 
that might arise from the closing of the canal. While 
such ships could not be chartered to private opera 
tors under present law, it might be possible to turn 
these tankers over to the Military Sea Transpor' 
Service, permitting that agency to release some of 
its chartered vessels to private operators. 

The need for a tanker-building program of large 
scope was indicated, however, even before the 
trouble developed with Egypt over the canal. If 
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United States yards have lagged, it is due, in large 
measure, to higher domestic costs (about 50% above 
European rates). Japan, where the costs are around 
the lowest in the world, has been building super- 
tankers, which now command a premium because 
they are admirably suited to using the Cape of Good 
Hope route around Africa. Japanese supertankers 
had risen in price by some 50% in little more than a 
year and should rise anew as a result of the 
Suez row. 

Little more than a week ago a 32,000-deadweight- 
ton tanker built by a Bethlehem Steel Corp. shipyard 
was launched. This supertanker, 661 feet long and 


having a speed of 16.5 knots, was the third to be 
constructed for Cities Service Co., at Bethlehem’s 
Sparrow Point yard under the “trade-in-and-build” 
program of the Government. Under this program, 
ships 10 years or more old may be turned over 
to the Government for layup in the reserve fleet. 
The move is designed to modernize our tanker 
fleet. 

Standard Oil Co. (New Jersey), which owns over 
a hundred tankers and charters an even greater 
number, is in the midst of a tanker-building pro- 
gram that will increase its hauling capacity more 
than 100% this year. (Please turn to page 734) 












































W.C. (mil.) ‘55—$22.9 





LI A ET CTE ANE ~— 
Position of Leading Shipbuilders and Shippers 
Ist 6 Months — Se 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
___ Millions) % % 1955 1956 1954 1955 1955 1956 1955-56 Price — Yield 
SHIPBUILDING 

AMER. SHIP BUILDING $5.62! $1.32! $3.00 $2.00 80 -50'* 77 2.6% 
W.C. (mil.) ‘54—$5.5 
W.C. (mil.) ‘55—$5.9 
BATH IRON WORKS $23.4 $ 206 5.1% 53% $2.88 $2.67 5.51 6.19 2.60 2.60 72%-3342 47 5.5 
W.C. (mil.) ‘54—$10.8 
W.C. (mil.) ‘55—$ 9.9 
NEWPORT NEWS SHIPBG. 60.2 51.0 4.3 4.0 3.19 2.49 8.96 6.03 3.00 3.00 7834-41% 58 5.2 
W.C. (mil.) ‘54—$26.1 
W.C. (mil.) ‘55—$28.0 
TODD SHIPYARDS 4.09- 7.07° 4.00 4.00 93 -56% 91 4.4 
W.C. (mil.) ‘54—$22.3 











W.C.—Working Capital. 


1_Year ending June 30. 





2—Year ending March 31, 1955. 
































3—Year ending March 31, 1956. 











SHIPPING 
AMER. EXPORT LINES n.a. n.a. n.a. n.a. $0.24 $2.58 $0.18 $2.59! nil $1.50 2434-15 222 6.7% 
W.C. (mil.) ‘54—$17.6 
W.C. (mil.) ‘55—$13.8 
AMER. HAWAIIAN S:S. n.a. n.a. n.a. n.a. 2.32 7.948 1.74 7.71 $1.50 nil 13134-62'2 120 
W.C. (mil.) ‘54—$14.2 | 
W.C. (mil.) ‘55—$ 6.6 
MOORE-McCORMACK L. $ 26.5 $ 29.4 7.2% 7.8% 0.98 1.15 2.42 2.81 1.50 1.50 22\8-18"4 202 7.3 
W.C. (mil.) ‘54—$9.3 
W.C. (mil.) ‘55—$8.3 
U. S. LINES 1.73 3.654 3.17 5.34 1.50 1.50 3158-19 3158 4.7 
W.C. (mil.) ‘54—$12.8 
W.C. (mil.) ‘55—$13.9 
W.C.—Working Capital. 1_Before non-recurring credit of $1.23 a share. %—Exeluding compensation award and profit on sale 
n.a.—Not available. 4—Incl. subsidy adjustment of ships. 
SHIPBUILDING COMPANIES SHIPPING COMPANIES 
American Ship Building: Compony is prominent in ship repair and con- American Export Lines: Heavily represented in Mediterranean, it has staged 
struction on the Great Lakes. It should have a rebound, helped by high- rebound, helped by boost in freight revenues, higher volume of cargo and 
level activity of the Greai Lakes ore fleet. It also produces such craft as rate increases. Other helpful factors have been rise in subsidy payments 
LST’s for the Navy. Has a long-time dividend record. Cl and a paring of terminal costs. Dividends were resumed last December. C1 
Bath Iron Works: The company is a foremost builder of fighting ships. b Zs , ; } p 
Company should continue to operate at about the same level for all 1956 American-Hawaiian Steamship: Earnings are distorted, since company has 
as at the end of 1955, although somewhat below the level of 1955 taken been losing money on shipping operations while showing profits which 
as a whole. Dividend was raised to 65 cents quarterly last year from result from Government payments for ships requisitioned in wartime. C3 
50 cents. C2 
NEWPORT NEWS SHIPBUILDING: This giant of the field is the ranking Moore-McCormack: Reversed earnings downtrend last year and has con- 
builder of naval carriers. Profits pinched by pine labor-materials costs tinued to show improvement in 1956. Company has a major stake in 
and fierce competition for available work. Although some further decline South American trade, where anticipated growth has led company to 
in net is prospect for 1956, an upsurge is promised over long term through undertake record ship-replacement and building program. C1 
heavy military orders. C3 | 
TODD SHIPYARDS: Primarily in ship repair, it has achieved considerable U. S. Lines: Prospects continue good for this biggest of the domestic 
improvement. Dividend record is outstanding. Growing diversity of activi- shippers. Replacement and rebuilding program is designed to handle 
ties adds to stability. C1 growing volume. Its passenger business also continues at a high level. C1 


RATINGS: A—Best-grade. B—Good-grade. 
C—Speculative. D—Unattractive. 
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1—Improved ings. 2—S ined earnings trend. 
3—Lower earnings trend. 
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TRANSPORTATION: 
Airlines and Buses 


By RICHARD COLSTON 


At Chicago’s Midway Airport last year, an class rail, and more than inter-city rail coach. At 
average day’s air traffic—take-offs and landings— the same time, many of the air lines are getting an 
amounted to 37 planes an hour. This is equal to one increasingly larger volume of express and freight 
plane every 1.6 minutes, around the clock. Take-offs _ traffic. 
and landings at LaGuardia, Idlewild International, 


and Newark airports, all three of which serve the New Records In Prospect For 1956 
New York Metropolitan Area were at a still faster 
rate, averaging one plane every 1.2 minutes. At Based on 1956 first half-year statistics, the major 


other principal cities, the time interval is a little scheduled air lines will set a new record high in 
wider, but not by much, averaging from 2.3 minutes’ the current year in revenue passenger miles which, 
to 4.7 minutes between a plane coming in and an-_ it it estimated will go ahead of the previous year’s 
other becoming airborne. showing by about 15%. Although the lines have run 
These figures depict the rapidity of growth of air into higher costs as a result of increased ground 
traffic that has outrun even the most optimistic fore- crew wages and other operating expenses, net earn- 
casts of a decade ago. In half that time, or between ings for 1956 should also show appreciable gains 
1950 and 1955, air carrier passenger traffic has in- over last year. Operating results for individual com- 
creased from 8 billion revenue passenger miles to panies for the six months to June 30, last, are set 
close to 20 billion. Last year, the airlines carried forth in the accompanying table. 
38 million passengers. At the beginning of the past Nothwithstanding this immediate favorable out- 
decade, the four largest carriers in terms of passen- look investor interest in shares of the scheduled air 
ger revenue were railroads. Now the four leading lines has, until most recently, lagged. Undoubtedly 
carriers are all airlines. Now the airlines account a contributing factor for this apparent lack of in- 
for three times as many passenger-miles as first terest marketwise has (Continued on page 744) 
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f Statistical Data on Two Transportation Groups 


Ist 6 Months 
Net Sales Net Profit Margin 
1955 1956 1955 1956 
AIRLINES ——(Millions}—— % % 
AMERICAN AIRLINES .... $124.9 $140.1 6.8% 
W.C. (mil.) ‘54—$37.7 
W.C. (mil.) ‘55—$56.2 
BRANIFF AIRWAYS . 
W.C. (mil.) ‘54—$3.34 
W.C. (mil.) ‘55—$2.30 
CAPITAL AIRLINES 23.9 14.5 nil 4.15 1.77 2.10 4.55 1 a 42\4-22% 32 enon | 
W.C. (mil.) ‘54—$5.35 
W.C. (mil.) ‘55—$2.29 
| EASTERN AIRLINES 








Dividend Pe: Share 

Price 

Range 
1955-56 


298-2012 


Net Per Share 
1955 1956 


$1.13 $1.34 


Earnings Per Share 
1954 1955 


$1.51 $2.32 


Indicated 
1956 


$1 CO 


Div. 
Yield 


4.1% 


Recent 
Price 


24 


1955 
$0.80 


rt Psy 





6.9% 





ee See 


22.7 25.9 3.1 3.8 0.38 0.55 2.81 0.91 0.60 0.60 18%-11% 1% 5.2 





eX 





102.6 119.0 4.0 6.4 2.71 2.81 5.31 1.002 57%-35%4 54 
W.C. (mil.) ‘54—$37.7 
W.C. (mil.) ‘55—$54.5 
NATIONAL AIRLINES 
W.C. (mil.) ‘54—$0.57 
W.C. (mil.) ‘55—$4.72 
NORTHWEST AIRLINES 
W.C. (mil.) ‘54—$2.5 
W.C. (mil.) ‘55—$2.7 
PAN AM. W. AIRWAYS 
W. C. (mil.) ‘54—$ 9.8 
W.C. (mil.) ‘55—$23.8 
TRANS WORLD AIRL’S 
W.C. (mil.) ‘54—$4.09 
W.C. (mil.) ‘55—$7.91 
UNITED AIRLINES 

W.C, (mil.) ‘54—$10.2 
W.C. (mil.) ‘55—$12.2 
WESTERN AIR LINES 
W.C. (mil.) ‘54—$1.49 


W.C. (mil.) ‘55—$2.78 


W.C.—Working Capital. 
3—Plus 2% in stock. 





36.05 41.05 2.00° 2.765 1.45% 3.014 0.80 1.00 29-20% 26% 3.7 





32.6 36.0 1.2 3.9 0.21 1.22 2.38 1.80 0.60 0.80 26%-15 16% 





109.1 131.9 42 4.5 0.75 0.97 1.71 0.80 0.80 22 -16% 18% 





99.0 112.1 5.2 0.40 91.62 3.10 1.62 nil nil 35%2-20% 20% 








111.6 126.5 47 3.4 1.52 1.64 3.52 3.36 1.50 1.50 492-34 39 3.8 





14.3 9.3 5.6 11.7 1.01 1.50 2.04 2.67 0.90 0.80 2534-167 23 3.5 





1_Paid 5% in stock. 2—First Quarter. °—9 mos. ended March 31. 


4—Year ending June 30. 


d_Deficit. 





oe American Airlines: Continued uptrend in earnings indicated in the current 
year, net for the first six months er equal to $1.34 a share against 

« $1.13 @ year ago. Capital needs in relation to jet plane purchases will 
probably hold cash dividends to current 25-cent quarterly rate. Bl 


Northwest Airlines: Earnings for 1956 expected to make favorable com- 
parison with the $1.80 a share realized last year. Current 20-cent quarterly 
dividend likely to remain unchanged. C 


Pan-Am. World Airways: Estimate 1956 earnings moderately above the 
$1.66 a share reported for 1955. Dividend will probably be held to current 


i i : tt i in from operations expected for the 
Braniff Airways: Moderate earnings gai pe Pp San aaa a 


current year over the 91 cents a — — in <a Ample dividend 
- istribution. 
coverage for the 15-cent quarterly cash distribution Ey a ee ee ee 


Capital Airlines: Endeavoring to improve competitive position and profit 
margin by expanding use of Viscount turboprop planes. Last year’s earn- 
ings of $4.55 a share represented profit from sale of older types of equip- 
ment which may not be duplicated this year. Expected to pay another 
small stock dividend. C3 


Eastern Air Lines: Has the best earnings record in the industry which 
should be extended in 1956. Plans to supplement regular final quarter 
dividend of 25 cents a share with an extra of 2% in stock. 


National Airlines: Earnings for fiscal 1956 estimated at $4.00 a share, 


first six months’ deficit of $1.66 a share. Loan restriction bar to cash 
dividend payment. C3 


United Air Lines: Continued gains in passenger and freight volume should 
be reflected in higher 1956 earnings. We estimate net income of $4.20 a 
share for this year. Recently raised cash dividend from 25 to 37/2 cents 
quarterly. Bl 


Western Air Lines: Prolonged strike of about 73 days duration in the 1956 
first quarter restricted operating profits but his was offset by capital gains. 
Profits for the first half-year increased to $1.50 o share from $1.01 for 


















































i i : ly dividend the lik th ea rago. Award of De -San F i te in late 
At compared — previous year’s $3.01. Current 25-cent quarterly dividen ‘oes. ee eee ne & nver-San Francisco route in la 
oppears secure 
fF an 
ight BUS & TRUCKING 
GREYHOUND .................. $100.8 $107.9 3.9% 26% $0.35 $0.25 $1.35 $1.18 $1.00 $1.00 17-13% «(15 6.7% 
W.C. (mil.) ‘54—$23.2 
W.C. (mil.) ‘55—$24.7 
HERTZ CORPORATION . 18.6 26.1 7.0 Te 0.84 1.22 0.87 1.79 0.77'2 1.00 41%-17'2 38% 246 
W.C. (mil.) ‘54—$0.9 
ajor W.C. (mil.) ‘55—$0.7 
nh in FIFTH AVE. COACHt 15.8 16.6 4.3 5.1 1.24 1.55 2.93 2.85 2.00 2.00 33%2-23% 27 74 
: W.C. (mil.) ‘54—$0.2 
1ich, 
’ W.C. (mil.) ‘55—$0.09 
geadbes @. S; eee .............;.. n.a. n.a. n.a. n.a. n.a. n.a. 1.87 2.21 0.83 1.00 24-11% 21 48 
run W.C. (mil.) ‘55—$11.1 
yund W.C. (mil.) ‘54—$10.7 - 
) a . 
aon W.C.—Working Capital. ~—Formerly N.Y.C. Omnibus. 
> 
: i i tricted by high ti Fifth Ave. Coach: Formerly N. Y. City Omnibus Corp. First half-year gain 
com- a comin ee aT me Sanclidal yey the of cammestenae $800,000 in operating revenues pet Mane in net pein 
t, ee Or ” equal to 1.55 a share as compared with $1.24 a year ago. Dividends for 
i seneaireiions P sie 1956 indicated at total of $2.00 a share. C2 
Hertz Corp.: Earnings in uptrend, reflecting expansion of establis a ’ : 
i i i isitions. Earni in 1956 first half- U.S. Freight: Current year’s earnings expected to show moderate gain 
out- semana ele dee a aoaut conned cana dividend canis of over 1955's $2.21 a share. Present 25-cent quarterly dividend rate could 
d air | $100 a share. Cl be increased. Cl — 
tedly | RATING: A—Best aap. S-teet gent C—Speculative. , a. : — 
f in- } 1—Improved earnings trend. 2 rend. —Lower earnings trend. 
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Dividends 


Companies listed on the Big 
Board paid a record total of 
nearly $4 billion in cash dividends 
on their common stocks in the 
1956 first half, an increase of 
20.3% from a year ago. This is 
the fourteenth consecutive year 
in which such payments reached 
a new peak in the first half. The 
record has a good deal to do with 
the increased investment popu- 
larity of common stocks. But 
some reservations are in order. 
In the first place, more companies, 
which were already paying divi- 
dends, get Big Board listing each 
year, making Big-Board pay- 
ments tend to run ahead of ag- 
gregate corporate dividends. In 
the second place, we have not had 
a serious depression since 1938, 
or in 18 years; or a major bear 
market since 1942, or in 14 years. 
That happy state of affairs has 
never been permanent. And if 
dividends are well up from a year 
ago—so are stock prices. Rarely 
have so many investors been so 
complacent. Last year there was 
a record increase in the number 
of individual stockholders, mostly 
small. Question: Who sold them 
the shares they bought? Presum- 
ably bigger investors who know 
that bull markets do not go to the 
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sky, and who have clear mem- 
ories of past bear markets. 
Gas Stocks 


This will be another record 
year for the natural gas indus- 


try, with substantial gains in 
company earnings the general 
rule. Dividends are trending 


gradually upward. Northern Na- 
tural Gas recently raised its rate 
from $2.20 to $2.60. Here are 
some possible coming boosts by 
the year end or in early 1957: 
American Natural Gas $2.20 to 
$2.40; Consolidated Natural Gas 
$1.70 to $1.90, following a rise 
from $1.50 early this year; Lone 
Star $1.60 to $1.80; Mississippi 
River Fuel $1.40 to $1.60; and 
Southern Natural Gas $1.80 to 


ror PROFIT ano INCOME 


based on earnings and justifiable 
payout ratios. They can not be 
definite forecasts. All the stocks 
cited have above-average merit 
At present prices, potential yield: 


of the possible nearby higher 
dividend rates are as follows: 
American Natural 3.5%, Consoli. 
dated 4.5%, Lone Star 5.3%, Mis. 
sissippi River Fuel 4.4%, South 
ern Natural 5.2%. The gas grou; 
is performing well. If asked t 
suggest only one or two stocks 
we would say that Mississipp 
River Fuel and Southern Natura 
are among the best, without dif. 
fering much from a number o! 
others in quality or prospects. 


Paper 
The paper industry has bee! 

















$2. These guess-estimates are booming for a decade. Earning: 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

| 1955 
Best Foods Year June 30 $3.28 
Tennessee Corp. 6 mos. June 30 2.21 
Halliburton Oil Well 6 mos. June 30 2.11 
American Gas & Elec. 0.2... . 12 mos. July 31 1.88 
Houston Lt. & Power 12 mos. July 31 2.30 
Procter & Gamble . 12 mos. June 30 2.96 
Canadian Pacific Rwy. .. 6mos. June 30 1.15 
International Nickel .. 6mos. June 30 3.04 
ET CT Te 6 mos. June 30 3.59 

— 
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1.44 
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have risen spectacularly—but so 
have the stocks. Compared with 
the average prewar level, 1935- 
1939, the group has advanced 
more than four times as much as 
the industrial list. Price-earnings 
ratios are relatively high. At this 
level a word of caution is in 
order. In any competitive indus- 
try exceptional and long-main- 
tained prosperity breeds some 
future trouble by inducing over- 


_ expansion of capacity. James D. 


Zellerbach, president of Crown 
Zellerbach Corp., one of the lead- 
ing paper-makers, said recently 
that he looks for the industry to 


1} be “in a state of overproduction” 
» within two years, 
| price war could develop “unless 
' the industry is wise about it.” 


and that a 


The remedy: “Hold expansion for 
a year or two; and, if necessary, 
curtail output to 85% or 90% 
of what it is now.” Part of the 
trouble arises because “a lot of 
people are announcing expansion 
who have never been in the busi- 
ness before and who have never 
lived through a depression.” Ex- 
pansion programs through 1958 
involve an increase in capacity, 
he said, which is around four 
times normal annual growth of 
demand. “Kraft pulp and board 
are likely to be in overproduction 
next year, newsprint in two 
years.” Coming from an informed 
and responsible source, this view 
should be taken at face value. We 
conclude that this is a poor time 
to buy representative paper 
stocks and that some cashing of 
profits would be wise policy. 


Foreign Risk 


_ Potential risk—becoming actual 
in some instances from time to 
time—has always been present for 
American corporate investments 
in some foreign areas, including 
Asia, South America, Latin- 
America, the Middle-East and 
Africa. It has taken the Middle- 
East threat to remind the market 
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of this basic fact. Stocks which 
could be affected by foreign 
troubles should sell on somewhat 
lower price-earnings ratios than 
comparable stocks without for- 
eign involvement. While they have 
generally done so in the past, the 
international oils were priced 
about in line with domestic oils, 
with both highly popular, before 
Egypt’s Nasser seized the Suez. 
Now new buyers prefer domestic 
oils, and some money has shifted 
out of international oils into 
them. We think there is more to 
be said for a temporary prefer- 
ence for cash or defensive securi- 
ties. Leading domestic oil stocks 
are “way up there’; and, as we 
have pointed out before, there is 
a domestic oversupply of gasoline 
which needs correction. 


Aircrafts 


The aircraft group is perform- 
ing well and the outlook is prom- 
ising for leading companies for 
an extended time to come. The 
best issues are Boeing, Douglas, 
Lockheed and United Aircraft. 
The latter stock recently broke 
out on the upside of a previously 
protracted trading range, but re- 
mains among the more reason- 
ably priced aircraft issues. The 
company has the best dividend 
record in this comparatively 
young industry, with payments 
continuous since 1936 and usually 
in the vicinity of half of earn- 
ings. It makes a variety of mili- 
tary planes and helicopters. More 
important, it is a major supplier 
of engines and propellers to other 
aircraft companies. Its order 
backlog as of June 30 was $2.1 
billion, up $250 million in the 
second quarter. First-half earn- 
ings rose to $4.02 a share, from 
$3.02 a year ago. With the trend 
up, they should be close to $9 a 
share for the full year and rise 
considerably further in 1957 and 
1958. This prospect suggests 
either a substantial boost ahead 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1956 

. 6mos. June 30 $1.17 $0.10 
6 mos. June 30 1.14 0.93 

.. 6mos. June 30 1.95 0.84 
. 6mos. June 30 1.51 1.39 
.. 9mos. June 30 3.44 3.25 
6 mos. July 1 1.29 1.23 

.. 6mos. June 30 1.90 1.32 
6 mos. June 30 2.20 1.96 

. 6mos. June 30 0.82 0.74 





in the $3 dividend, or payment of 
a sizable stock dividend, or some 
combination of the two. Indica- 
tive of the “leanings” of manage- 
ment, there was a 3-for-2 stock 
split in September of last year 
and a 20% stock dividend in 1951. 
The stock, now at 80, might well 
be headed for levels above 100. 


Booming 


The boom in demand for out- 
board motors — of which Out- 
board Marine, with around half 
of the total market, is by far the 
leading maker — shows no signs 
of abatement. Although supported 
by rising personal income and 
increased emphasis on _ recrea- 
tion, it has been more directly 
spurred by radical improvement 
in motors, especially much in- 
creased horsepower. Outboards 
sold this year will average close 
to 15 horsepower, against around 
3 horsepower as recently as 1950. 
There is concurrent support for 
the boom in the development of 
improved lightweight boats 
glass fibre boats are “going to 
town” — and lightweight auto- 
mobile car trailers, both making 
boating more feasible and con- 
venient for more people. Out- 
board Marine was_ repeatedly 
recommended here at much lower 
levels. It recently pushed ahead 
to another new high of 6434, and 
is hovering close to it now. The 
dividend was recently raised 
from $1.60 to $2. Sales for the 
nine months ended June 30 were 
up about 40% from a year ago. 
Earnings were up sharply. They 
should approach $5 a share for 
the fiscal year ending September 
30, against $3.68 in the prior 
year. Further expansion of facili- 
ties is scheduled to meet indicated 
demands through 1960. Plants 
will continue, as heretofore, to 
operate around the clock six days 
a week until model changeover 
time in the current quarter. We 
cannot urge reaching for a stock 
which has risen so largely, but 
we still do not see a basis for 
suggesting profit-taking. With a 
good further earnings gain prob- 
able in the coming fiscal year, it 
could go materially higher. This 
is, of course, a specialty situation, 
not a broad-based Dow Chemical. 
We would not expect the stock to 
sell at 20 times earnings; but it 
is still not extremely priced at 
about 13 times current earnings, 
and perhaps around 10 or less 
times conceivable earnings in the 

(Please turn to page 752) 
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Wi the many revolutionary changes in our economy, 
fit must be clear that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. Therefore you will 





COMPONENTS OF TREND FORECASTER* 
6 


A 
° a i 
mf 





s 


. 
Ve oe ii 


¢ a 
¢ av) 
v 


New 
Incorporations :., - 
(Hundreds; | : ~~ *. ee 


*e, i ) ok Goods ¥ 
La™ "ae 


of] 8 
2 —New Orders 
102 
¢ Sees 


18 


— 


: {Billions of dollars) 


21h" 
—, 


Lal, 


7 soc Pret 
(MWS Index) 


(1925 Close-100) ==” 








286 


ar~-" 


Raw Industrial ® 
Commodity Prices 

(1947-'49.100) 
> 


‘ AN 


Average Hours Worked 
y* 288 


eee 945 
gif 








40.2 


(Hours per week) 


-- 4 
¢ 1S, 
¢ 
rT) Sn aS 





‘ 
‘ 
Vf ry as 
142 v7) 497 


Housing Starts “+ 


(Number-Millions) “oe 








A Business Failures 
- Liabilities (Millions of Dollars) 
—inverted) 











Nonresidential Construc 
Contracts (a) ¥ 
(1947-'49-100) 


243 








fo a 
cawMwosp A 


1955 



































*—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 


726 


be greatly interested in the newly devised Trend Forecaster, 
developed over a period of several years, which employs those 
indicators which we have found to most accurately projec 
coming trends in business. 


We use the indicators (Components of Trend Forecaster) 
which are in this class and have been selected by us as the basis 
for the Trend Forecaster above. When the Forecaster change 
its direction up or down a corresponding change in our economy 
may be expected several months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi 
ness is to be expected. On the other hand, penetration of 


minus 3 on the down side usually precedes an important con} 


traction in our economy. 

We believe that subscribers will find our new Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The behavior of the components of the Trend Forecaster 
still points to a rolling adjustment in the fall and early winter, 
with no general trend in business conditions either up or 
down. Notable in recent months has been the tendency of 
commodity prices to stabilize, and a somewhat firmer pattern 
in both nonresidential building and housing starts. Despite 
the steel strike, the components of the forecaster are acting 
better in the third quarter than they did in the second quarter. 


The Relative Strength Measurement declined in the 
latest month for which final data are available, but did not 
penetrate below the minus 3 level indicative of an important 
recession. Preliminary indications are that this measure has 
not moved below minus 3 even during the period of the steel 
strike, which would suggest a moderate recovery of produc 
tion and trade in the months following settlement of the strike. 
However, the Trend Forecaster itself is still declining, and 
this shows that no genuine advance of business activity to 6 
point substantially above pre-strike levels, is in prospect. 
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‘out of the midsummer trough caused by the steel 
strike and summer shutdowns. Further recovery, to 
| about the June level, is probable by September. 


CONCLUSIONS IN BRIEF 


INDUSTRY — Total production activity is rising slowly 


) TRADE — Retail volume continues strong and active. 
| Rising income and the strong tone of soft-goods sales 
‘argues for best fall season on record. 


-MONEY AND CREDIT — The credit pinch grew more 


painful as borrowing costs advanced on a broad 
front. Bond markets weakened and some issues were 
withdrawn because of excessive interest costs. Bor- 
rowers cannot expect any let-up in credit scarcity for 


‘some time to come. 


COMMODITIES — Agricultural commodities, after de- 
clining in July for the first time in seven months, 
climbed again in August. The price position of most 
agricultural and industrial commodities is now firm 
for the near term. 





BUSINESS ACTIVITY 
M.W.S. INDEX (1935-1939 = 100) 


















































310 310 
300 300 
280 ¢—] m0] 
- : <— 
™ 1955 . Aug. 
1 
260 ——— | 260 
/ Two 
250 250 Weeks 
Age 
240 7 <2 240 
a3 1954 
20L 1 
JAN. FEB. MAR. APR. MAY JUNE JULY AUG SEPT. OCT. NOV. DEC 











MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


95 





Trend 


tment 


‘aster 
winter, 
up or 
ncy 


pattern 
Despite 

acting 
juarter. 


in the 
did not 
portant) 7 
sre has 
he steel 


produc: 





LOANS & 
INVESTMENTS 


75 


65 


DEMAND DEPOSITS 





TOTAL LOANS 


INVESTMENTS IN 
35 U.S. GOVERNMENTS 


° . 
MONEY IN CIRCULATION 


COMMERCIAL LOANS 


JJASONDSIF AMJJASOND J 


e strike. 


ng, and 


ity to 
ct. 


STREET pT eMBER 1, 





1954 1955 1956 

















1956 





During August, steel production has recovered 
rapidly from its strike trough, and has doubtless carried 
personal incomes and spending along with it. But it is 
becoming increasingly clear that the steel strike itself has 
not proven to be a cure-all for business. At the moment 
when ingot production is reaching toward capacity, output 
of synthetic fabrics and cotton fabrics, tires, autos, appli- 
ances, and a host of other products is being reduced. In 
1952, the steel strike was followed by a boom. In 1956, 
it is being followed by a period of stability and digestion, 
as excesses of the past eighteen months are gradually 
corrected and shelves cleared. 


As the summer draws to a close, the outlook continues 
to be for general stability. Industries best situated for 
a substantial advance in activity and earnings are capital 
goods producers, producers of low-price consumer goods 
not dependent on instalment credit, food producers and 
retailers, and general merchandise stores. Heavy construc- 
tion materials will be in substantial demand as steel shapes 
for construction become available again, and the incipient 
road program will soon begin to swell demand for highway 
materials and equipment. 


Industries likely to experience some weakness over 
the next several months are lumber and furniture (both 
dependent on homebuilding, which is still at low levels), 
high-price consumer durables and new cars (both 
dependent on instalment credit, which is still vulnerably 
high), and certain industrial materials such as copper and 
several other nonferrous metals, where the inventories 
of consuming industries are still abnormally high. Several 


(Please turn to following page) 
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Essential Statistics 

























































































































































































Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION® (FRB) — | 1947-'9-100 | july 136 141 139 

Durable Goods Mfr. 1947-'9-100 July 149 157 155 

Nondurable Goods Mfr. 1947-'9-100 | july 127 128 126 

Mining 1947-'9-100 | july 122 129 120 

RETAIL SALES* $ Billions June 16.0 15.9 15.3 

Durable Goods. $ Billions June 5.5 5.4 5.6 

Nondurable Goods $ Billions June 10.5 10.5 9.8 

Dep't Store Sales 1947-'9-100 | june 126 124 124 

MANUFACTURERS’ 

New Orders—Total* $ Billions June 28.1 28.9 27.8 
Durable Goods $ Billions June 14.4 149 14.0 
Nondurable Goods $ Billions June 13.8 14.1 13.8 

Shipments* $ Billions Sune 27.7 «#9278 80d 
Durable Goods $ Billions Sune 139 138 13.5 
Nondurable Goods__| $ Billions June 13.8 140 13.6 

BUSINESS INVENTORIES, END MO.* | $ Billions eR 85.6 85.1 78.8 

Manufacturers’ $ Billions June 49.1 48.6 43.8 

Wholesalers’ $ Billions June 12.7 12.7 11.8 

Retailers’ $ Billions June 23.8 23.9 23.2 

Dept. Store Stocks. 1947-'9-100 Sinaia 137 134 127 

CONSTRUCTION, TOTAL $ Billions July 4.2 4.0 4.1 

Private $ Billions July 2.8 27 2.9 
Residential $ Billions July 1.4 1.4 1.6 
All, Other $ Billions July 1.4 1.3 13 

Housing Starts*—o Thousands | jujy 1070 1,070 1,371 

Contract Awards, Residential—b $ Millions July 758 826 959 
All Other—b $ Millions july —-'1,391— «1,352 ~——*1,060 

EMPLOYMENT 

Total Civilian Millions July 66.7 66.5 65.0 

Non-Farm Millions July 51.0 51.7 50.1 
Government____ Millions July 7.0 7.2 6.7 
Trade oe July WI WI 10.7 
Factory Millions July 12.6 13.1 12.9 

Hours Worked Hours July 40.1 40.1 40.4 

Hourly Earnings Dollars July 1.96 1.97 1.89 

Weekly Earnings Dollars July 78.60 79.00 76.36 
PERSONAL INCOME* $ Billions June 324.2 322.8 306.0 

Wages & Salaries- $ Billions June 224 223 211 

Proprietors’ Incomes___———— $ Billions June 50 50 49 

Interest & Dividends $ Billions June 30 29 27 

Transfer Payments ____ | $ Billions June 19 19 18 

Farm Income $ Billions June 15 15 16 

CONSUMER PRICES 1947-'9-100 | june 116.2 15.4 1144 

Food 1947-'9-100 | june 113.2 119.0 111.3 

Clothing 1947-'9-100 | june 1048 1048 103.2 

Housing 1947-'9-100 | june 121.4 1209 119.7 

MONEY & CREDIT 
All Demand Deposits*__ $ Billions June 106.8 105.7 104.9 
Bank Debits*—q $ Billions June 76.5 79.8 75.4 
Business Loans Outstanding—c $ Billions June 28.6 28.7 23.5 
Instalment Credit Extended* $ Millions June 2.951 3,051 3,179 
Instalment Credit Repaid* $ Millions June 2,831 2,904 2,612 
FEDERAL GOVERNMENT 
Budget Receipts__...... .- —S-_—_| $ Billions June 11.6 7.1 10.7 
Budget Expenditures. $ Billions June 6.8 5.5 6.8 
Defense Expenditures. $ Billions June 43 3.3 3.9 
Surplus (Def) cum from 7/1 $ Billions June 1.8 (3.0) (4.2) 








PRESENT POSITION AND OUTLOOK 


industries supplying the automobile in- 
dustry — lead, paint, glass, upholstery 
fabrics — should benefit at least tempo- 
rarily from the expected surge of auto 
output in the fourth quarter. 

* ** * Ni 
HIGHWAY BUILDING, according to re- * 
ports from Washington, will get a prompt 
stimulus from the new highway bill ccll- 













ing for almost $40 billion investment in ||| PE* 
an interstate system. Highways now cc: || Dk 
count for about $5 billion in construction ||} cc 
outlays each year. The rate could be up Pe 
as much as 10% by year end, and then || co» 
climb steadily to over $7 billion a year Co 
by 1959. Co 
von ~ 
EMPLOYMENT figures still look good, |) 
despite the massive layoffs in Detroit, and ||} Pt" 
low demand for construction workers on 
residential projects. At mid-summer, wn- |]] — 
employment was slightly higher than a| 
year ago (but virtually all of the increase jj — 
in unemployment was among women). |i] yws 
People at work in July numbered 66.7) my 


million, 1.7 million more than in July if Stee! | 
1955. For the next two months, the labor jf Auto | 
market is scheduled to remain tight: by Peper 
October, seasonal declines in farm and fj tums 
other outdoor activities will be offset by : 7" 
recall of auto workers. Forecast: a full- “a 
employment labor picture, and steadily pepar 
rising hourly wages, from now to the endif Demar 
of winter. Busine 


* * * 


SAVING — despite the best levels of retail 
trade on record, the Department of Com- 
merce figures purport to show that con- 
sumers are saving more than ever—about 
$21 billion annually. The trouble is, of 
course, that the $21 billion is not going 
where the retailer can get hold of it. 
Much of it is in insurance equities, and 
in pension plan reserves; another big 
hunk represents repayment of debt in- 
curred in past purchases. It is a safe bet 
that the saving rate will stay above $20 
billion in the third quarter, and perhaps 
in the fourth quarter. But the figure does 
not mean that consumers are hoarding 
dollars for a further burst of spending. 


* * * 


PRICES — a moderate upward tilt o 
prices has already emerged out of the 
steel strike. Appliances, cars, farm mo: 
chinery, and many industrial products 
have already gone up, and the cost o! 
living is in a rising trend for the first time 6 Dep 
in several years. However, advances in 5 Drug 
basic raw materials and manufactured — 
goods have not yet been thouroghlill 6 Fooq 
tested in the market, and intense com 3 Food 
petition, emanating from heavy supplyf 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


in Billions of Dollars—Seasonally Adjusted, at Annual Rates 


PRESENT POSITION AND OUTLOOK 








































































































1956 1955 
SERIES " 1 Iv u is certain to break the pace of the up- 
Quarter Quorter = Quarter = Quarter trend. By year-end, prices will in all prob- 
GROSS NATIONAL PRODUCT____ 408.3 403.4 401.9 387.4 ability have turned stable again, and the 
Personal C pti 263.7 261.7 259.5 251.8 price outlook for early 1957 is not strong. 
Private Domestic Invest 64.2 63.1 65.1 60.2 * * * 
Net Foreign | tment. 1.7 0.1 —0.8 —0.9 Ladi : 
Government Purchases__.____ 78.7 78.5 78.1 76.2 pte wg omy wes h re op 
Federal 46.1 46.4 47.2 46.3 slow rise again. nderlying the rise are 
State & Local 32.6 32.1 30.9 29.9 higher materials costs, more complex 
PERSONAL INCOME | 3229 317.5 3146 303.8 oe gg gen — 
Tax & Nontax Payments 38.1 37.3 36.3 35.3 ence costs tor military personne . These 
Disposable Income 284.9 280.2 278.4 268.5 increases have been going on for years, 
Consumption Expendit 263.7 261.7 259.5 251.8 but since mid-1953 they have been offset 
Ponanes Saxing 21.2 18.6 18.8 16.7 by large economies achieved through 
CORPORATE PRE-TAX PROFITS*____ no 43.7 46.4 39.7(1) cutting the Army down to size and elimi- 
Corporate Taxes. na 22.1 23.4 20.0(1) nating waste. The economies have now 
Conpunman Seen Coat ~ 21.6 23.0 19.7(1) been exhausted, while demands for new 
Dividend Payments 12.1(f) 11.8 12.1 10.4(1) 4 batter + aatiten On 
Retained Earnings. _ na 9.8 10.9 9.3(1) weapons an e pay are pushing y 
expenditure rate up. Every dollar in- 
RAM S SEEM CURATS__ 36.7(e) 32.8 31.5 27.2 crease in defense, cuts a dollar off pos- 
THE WEEKLY TREND sible tax reduction, and the outlook for 
- lower tax rates in January, or even next 
: Week Latest Previous Year July, has been dimmed further. 
Unit Ending Week Week Ago * < + 
MWS Business Activity Index*___ | 1935-'9-100 Aug.11 2637 254.7 ©2755 PROFITS REPORTS for the second quar- 
MWS Index—per capita* 1935-'9-100 Aug.11 203.6 196.8 217.0 ter make the point: the upward surge of 
Stee! Production % of Capacity Aug.18 85.5 57.5 90.2 corporate earnings since late 1954 has 
Auto Production d Aug. 18 131 133 165 petered out. Estimates for all corpora- 
feperboard Production Thousand Tons Aug.11 273 281 274 tions show earnings in the second quarter 
Lumber Producti Thous. Board Ft. Aug. 11 259 258 268 : 
Electric Power Output*_____| 19.47-49-100 Aug.1] 217.7 213.0 ~—- 203.0 . — — — — age 
Freight Carloading Th all Aug.11 715 660 775 and sharply down from their pea in the 
Engineering Constr. Awards___| $ Millions Aug. 16 258.1 3228 322.2 last quarter of 1955. Earnings in the 
Department Store Sales 1947-'9-100 Aug.11 107 104 100 present quarter will probably be down 
Demand Deposits—c $ Billions Aug. 8 55.4 55.6 55.6 still further, owing to declines in steel, 
Business Failures__...____ | Number Aug. 9 229 282 169 autos, copper, among others. 
*—§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 


income over personal consumption expenditures. (e)—Estimated 


. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Aug. 10 Aug. 17 
Issues (1925 Cl.—100) High low Aug.10 Aug. 17 | 100 High Priced Stocks .............. 244.6 209.2 243.5 242.3 
300 Combined Average ............ 352.4 315.9 351.7 350.6 100 Low Priced Stocks .............. 411.1 378.9 406.5 405.7 
4 Agricultural Implements ....... 327.1 251.9 274.8 271.5 4 Gold Mining ......................00.. 882.7 734.4 749.2 741.8 
3 Air Cond. (‘53 Cl.—100) ...... 113.8 98.8 108.8 105.8 4 Investment Trusts worm 150.8 160.2 158.7 
9 Alreraft (‘27 Cl.—100) .......... 1279.9 1064.6 1256.0 1279.9H 3 Liquor (‘27 Cl.—100) ............ 1076.2 974.7 1066.1 1055.9 
7 Airlines (‘27 Cl.—100) ........ 1117.4 950.3 1013.0 992.1 Oe MII oississciicincnsosbanceessinnice 490.0 370.4 478.4 474.5 
4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 563.0 551.9 3 Mail Order 217.3 186.6 199.7 198.0 
ee ER 147.2 166.0 167.6 4 Meat Packing 170.7 127.7 155.9 158.6 
9 Aut bile Acc ies 334.5 363.0 363.0 5 Metal Fabr. (‘53 Cl—100) ...... 213.2 183.3 202.0 207.6 
UMMM: as ccccscsccscccedasacvonss 47.1 51.2 50.2 10 Metals, Miscellaneous ............ 464.9 404.7 443.4 447.7 
4 Baking (‘26 Cl.—100) .... 26.7 28.4 27.6 WP WE ins sreseaess cincsvedccsessssiavakes s 997.3 1287.6 1217.8 
3 Business Machines ................ 831.5 1171.3 1144.4 22 Petroleum ....... 675.8 872.3 865.4 
oS EE 556.5 628.3 610.4 21 Public Utilities 246.4 261.5 261.5 
SRN MMOD, osnscsscesscsssnssveesacs 19.2 22.5 22.1 7 Railroad Equipment .............. 95.1 85.2 94.2 91.5 
4 Communications .................... 100.7 103.9 103.9 Bi IN so sca i sscavendsaonsinss 82.0 71.3 75.9 74.4 
9 Construction .............. 112.3 142.4 142.4 3 Soft Drinks «- $442 481.1 481.1 481.1 
7 Containers. ................. 731.7 853.7 846.0 Be ME MIE hacisis cosvsosccnctonasess 352.4 283.8 346.2 352.4 
7 Copper Mining ... 283.7 334.4 343.4 WN sacs cnacnebcacankisscnscaieecenes 66.2 60.1 65.6 65.0 
2 Dairy Products ...................... 111.7 122.3 122.3 5, SRR eee ence a 950.2 794.9 877.2 868.0 
6 Department Stores ................ 85.3 91.8 90.9 11 Television (‘27 Cl.—100) ...... 44.5 37.1 37.5 38.4 
5 Drugs-Eth. (‘53 Cl.—100) ...... 198.3 165.0 189.5 193.1 eee 184.4 149.4 149.4 151.2 
6 Elec. Eqp. (‘53 Cl.—100) ...... 222.7 178.9 222.7 215.4 Te 201.0 169.9 190.0 190.0 
2 Finance Compani 613.7 542.2 595.8 595.8 5 Tobacco . kane 96.7 91.0 92.9 92.9 
6 Food Brands ... 301.6 284.0 298.7 298.7 Te WR INT oss snincecescessisnee 298.8 278.5 287.2 287.2 
TE POGUT UNOS .cc<ccssoccscseconascseusess 1900 157.6 167.2 167.2 15 Unclassif’d (‘49 Cl—100) .... 164.2 144.8 164.2 164.2 





H—New High for 1956. 
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Trend of Commodities 





SPOT MARKETS ~— Sensitive commodities worked higher in. 
the two weeks ending August 17 and the Bureau of Labor 
Statistics’ index of 22 such commodities added 1.2% during 
the period, to close at 91.0% of the 1947-1949 average. The 
groups making up the index all were higher, with industrial 
raw materials advancing 0. 7% and metals up 1.6%. As the 
period drew to a close prices appeared to be leveling out. 
Buyers appeared to be worried about the future effects of 
increased consumer resistance to higher costs. 


FUTURES MARKETS — Most futures markets were strong in 
the two weeks ending August 17. The Dow-Jones Commodity 
Futures Index added 2.79 points to close at 160.84, after 
reaching 161.16 on August 13, highest level since early 1955. 
Wheat prices were buovant and the December option was up 


5 cents to close at 22434 on August 17. There was no visibk. 
increase in farm offerings on the advance. The Government’! 
new export program, effective September 4, will force ex 
porters to buy wheat in the open market instead of fron 
CCC stocks. This will reduce supplies of “free” wheat ani 
should result in further strength for futures. December com s 
was up 4 cents in the period under review to close at 1424, ~ 
Buying was accelerated by the Department of Agriculture’ 
forecast of the 1956 corn crop. Based on August 1 conditions 
the agency estimated that output would amount to 3,144 mil 
lion bushels, or 123 million bushels less than its July pro. 
jection. This year’s crop will just about cover anticipated 
consumption. Previous year’s carryover is largely owned by 
the CCC and entry of a portion of this year’s crop into the 
loan could cause a tight position in “free” supplies. 





WHOLESALE COMMODITY PRICES 

























































































































































































































































































130 ~ 
ALL COMMODITIES 120 
1947-49 — 100 J 
120 | 
] 10 —_ 4 2 -_ oA 1 10 NON.-FARM PRODUCTS 
baacslleds | 
| ey ju 100 . 
90 i113 i il 
‘12 #. ATTN a i 
80 1 fe = y | 
1_1_ 1 1 ing WY a 
70 wd s A FARM PRODUCTS fe 
~~ | as Ti | 
60 1949 1950 1951 1952 1953 1954 1955 1956 ee 
= An 
~ . 
22 BASIC COMMODITIE one 
BLS PRICE INDEXES Latest 2Wks. 1 Yr. Dec.6 oe Rennes . of 
1947-49—100 Date Date Ago Ago 1941 (1 947-1949—1 00) roa 
All Commodities Aug.14 114.5 114.2 1109 60.2 93 sul 
Farm Products Aug.14 89.0 90.4 88.1 51.0 tric 
Non-Farm Products | Aug.14 122.3 121.5 117.5 67.0 91 pre 
22 Basic Commodities Aug.17 91.0 89.9 89.1 53.0 ten 
9 Foods Aug.17 83.6 92.0 78.9 46.5 89 lary 
13 Raw Ind‘l. Materials | Aug.17 96.4 95.7 968 58.3 the 
5 Metals Aug.17 124.3 122.3 116.3 54.6 87 ach 
4 Textiles Aug.17 78.3 78.2 80.9 563 tio 
85 8 = 
1p 
MWS SPOT PRICE INDEX on MWS RAW MATERIALS SPOT PRICE INDEX wll y 
14 RAW MATERIALS cal 
1923-1925 AVERAGE—100 170 ~— 170 + 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 at” in 1 
165 - 4 16558 
1956 1955 1953 1951 1945 1941 ing 
High of. Year 169.8 164.7 1622 215.4 989 857 160 160 Ear 
Low of Year 163.1 1536 147.9 176.4 96.7 74.3 é Qe 
Close of Yea 164.7 152.1 1808 985 83.5 I 
: 155 1398 on l 
DOW-JONES FUTURES INDEX leas 
12 COMMODITIES _ rail Pa 
AVERAGE 1924-1926—100 Ende 
1956 1955 1953 1951 1945 1941 155 155 mee 
High of Year 161.2 173.6 1665 2145 106.4 84.6 jecti 
Low of Year 149.8 150.7 153.8 1748 93.9 55.5 150 508 in t 
Close of Year 153.1 166.8 189.4 105.9 84.1 a nn wk a mie wee pei, _ 
bi - 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subseription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


1 


Give all necessary facts, but brief. 


Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2. 
3. No inquiry will be answered which does not enclose stamped, self- 
4. 
5. 


Special rates upon request for those requiring additional service. 





ACF Industries, Inc. 
“Please advise on the nature of ACF 


| Industries business and please submit re- 


cent earnings and other pertinent data.” 
L. R., Mobile, Ala. 


ACF Industries, Inc., formerly 


, American Car & Foundry Co., is 


one of the largest manufacturers 
of railroad cars and other rail- 
road equipment. It also produces 
subway, mining and other indus- 
trial cars and also is the largest 
producer of automotive fuel sys- 
tem devices and is the third 
largest lessor of tank cars. Fur- 
ther diversification has been 
achieved recently through addi- 
tion of electronics and nuclear 
energy products and valves for 
pipe lines and oil wells. 

ACF Industries, during its fis- 
cal year which ended April 30, 
1956, had a rise in net sales to 
$245,585,000 from $190,774,000 
in 1955, with net profits increas- 
ing to $8,008,000 from $6,855,000. 
Earnings grew to $6.08 a common 
share from $5.17. 

In addition, SHPX First Corp., 
an unconsolidated subsidiary that 
leases freight cars, earned 46 
cents in fiscal 1955. 

Complete realignment of ACF 
Industries’ operating pattern, to 
meet the challenge of enlarged ob- 
jectives, was the major element 
in the company’s progress last 
year. With regard to American 
Car & Foundry, largest unit of 
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ACF Industries in point of sales, 
backlog of orders was satisfactory 
and the current year is expected 
to be one of the best in its history 
as a railroad-car builder. 

The seven divisions of the com- 
pany are: American Car & Foun- 
dry, Avion, Carter Carburetor, 
Erco, Nuclear Energy Products, 
Shippers Car Line and W-K-M. 
Plant modernization and expan- 
sion expenditures during the year 
amounted to $7,818,000, compared 
with $14,585,000 in fiscal 1955. 

At the end of fiscal 1956, capi- 
talization of the company con- 
sisted of 1,260,167 shares of com- 
mon stock and 137,467 shares of 


preferred. 
Quarterly dividend is $1 per 
share. Prospects over coming 


months appear favorable. 


C.1.T. Financial Corp. 

“It has been quite some time since I 
have requested special information on 
any stock and as a subscriber to your 
magazine, which we like better than any 
publication of its kind, I would like re- 
cent information on C.1.T. Financial 
Corp.” With thanks, 


W. M., Indianapolis. 


C.1.T. Financial Corp. is the 
second largest instalment finance 
company in the U.S.; largest vol- 
ume is in auto financing. Three 
wholly-owned subsidiaries are en- 
gaged in factoring. Other subsidi- 
aries include Service Fire Insur- 
ance and Service Casualty, pro- 


viding insurance on motor cars 
C.I.T. finances. Patriot Life In- 
surance Co. writes credit and 
other forms of life insurance. 

Net earnings of C.I.T. Finan- 
cial for the first six months of 
1956 were $18,677,437, equivalent 
to $2.04 a common share, and 
compares with $18,383,166, or 
$2.01 a common share, for the 
first-half of 1955. These operating 
earnings —after taxes, charges 
and reserves — were higher than 
for any previous six months’ 
period. 

The company expects business 
for the remainder of the year will 
be satisfactory, although automo- 
bile financing volume for the year 
as a whole is not likely to equal 
last year’s record figure. 

Deferred income and unearned 
premiums, which are the backlog 
of future gross earnings from 
financing and insurance opera- 
tions, reached a record high of 
$188,701,775 at June 30, 1956. 
This compared with $158,525,995 
at June 30, 1955. 

Total receivables outstanding 
June 30, 1956, amounted to $2,- 
013,871,766, compared with $1,- 
686,002,414 a year earlier. The 
volume of receivables purchased 
during the first half of 1956 was 
$2,479,402,055, compared with 
$2,664,088,191 in the like 1955 
period. The earnings for the first- 
half of 1956 were slightly higher 
than in the first six months of 
1955 despite a decline in the un- 
derwriting income of the corpora- 
tion’s automobile insurance sub- 
sidiaries and substantially in- 
creased interest costs on the 
money borrowed by C.I.T. Credit 
and collection experience con- 
tinues to be satisfactory accord- 
ing to the company. 

Despite the considerable decline 
in new car-sales during the first 
half of this year, the volume of 
retail motor vehicle receivables 
purchased in that period aggre- 
gated $601,935,638, compared 
(Please turn to page 752) 











Keeping abreast of 


Corporate Developments 


The varied fortunes of the food processors (THE 
MAGAZINE, July 21) is highlighted in results at- 
tained by Van Camp Sea Food Co. and Libby, Me- 
Neill and Libby. For the 12 months ended June 2, 
Van Camp had sales of $50,183,000 and net profit 
of $1,119,000, or $2.54 a share. The preceding 12 
months was marked by a net loss of $40,630, despite 
sales of $46,226,000. The company staged a come- 
back, due largely to the fact that the price of raw 
fish declined. The company expects further increases 
in sales of canned tuna. To meet growing needs, 
Van Camp acquired this spring a cannery in Puerto 
Rico. A cannery in American Samoa was expanded. 
Libby, in the months of June and July (first two 
months of its fiscal year), shipped about the same 
volume of goods as in the year-earlier period. The 
company was unable to boost sales because of in- 
ventories of many products had been depleted and 
not because of lack of demand. The company now 
is moving into new packs. Stockholders last month 
approved an increase in authorized common to 6 
million shares from 4 million. The company has no 
present plans to issue additional shares, but when 
an offering is made it must be made first to stock- 
holders under pre-emptive rights. 


General Cigar Co. (THE MAGAZINE, July 21) has 
acquired Jose Escalante Co., effective October 1. 
The new subsidiary, with headquarters in Chicago, 
will operate under the present name and will con- 
tinue to manufacture and market Corina and 
Aurelia cigars. 


American Telephone & Telegraph Co. directors 
have designated September 14 as the record date 
for issuance of rights under its proposed offer of 
additional stock to shareholders. The offer will be 
made if a recommended increase in the amount of 
authorized shares is approved at the special meet- 
ing slated for September 5. The company, in that 
event, will issue rights on October 1 to stockholders 
enabling them to purchase additional shares at $100 
per share on the basis of one new share for each 10 
held on the record date. The subscription period is 
expected to run until November 5. 
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Phileo Corp., like most makers of appliances 
(THE MAGAZINE, July 21), has been caught in a 
profits squeeze—rising prices and materials plus 
keen competition. Now it is joining the parade of 


manufacturers seeking to offset, at least partially, § 


these rising costs. Philco’s plans call for rises in 
the prices of most of its consumer products. These 
increases will range as high as 10%. Products 
affected include television receivers, radio sets and 
major home appliances. 


Western Union Telegraph Co. also has been hit 
by rising costs. The rise in the Federal minimum 
wage hiked its messenger costs. The company pro- 
poses to offset rising costs through rate rises. It 
would boost telegraph press rates by 8.22%, effec- 
tive September 14, to produce an additional $268,000 
annually in revenue. The company filed the new 
schedule with Federal Communications Commission 
in August. At the same time, the company was ex- 
pecting FCC approval of an over-all rate increase. 
That schedule, which did not include press rates, 
would produce an estimated $9,657,000 in annual 
revenue for Western Union. 


Fansteel Metallurgical Corp. will build a $6 mil- 
lion plant designed to increase present production 
of tantalum by 50% and columbium by 150%. The 
present North Chicago plant, including a $1 million 
expansion now being completed, is unable to meet 
rapidly growing demand for these metals. The new 
plant will be erected in another part of the coun- 
try. Plans call for part of the plant financing to 
come from sale of $3 million in subordinated deben- 
tures convertible into common share. A_ special 
meeting of shareholders, to be held October 3, is 
expected to authorize the board of directors to make 
the proposed debentures convertible into stock. 


Armco Steel Corp. reports for the quarter ended 
June 30 (after which the steel strike curtailed 
operations for five weeks) net sales of $204,667,000, 
brought down to net profit of $17,418,000, or $1.60 
on each of the 10,861,541 shares of common stock 
outstanding. This com- (Please turn to page 734) 
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All of a sudden, steel buildings 


take on a new luxury look 


New Stran-Satin steel walls give all-steel 


structures a transfusion of smartness 




















O builder or user questions the 

functional and cost-saving ad- 
vantages of the all-steel building for 
warehouses, factories, storage struc- 
tures, supermarkets and many other 
commercial uses. 

But often these buildings have been 
the “‘plain Janes” of commerce. High- 
ly serviceable unquestionably, but 
lacking esthetic appeal. 


Now Comes Stran-Satin 


Now, however, with the new Stran- 
Satin steel wall and roof, steel build- 
ings step out with an eye-appealing 
new luxury look! For in Stran-Satin, 
an exclusive development of National 
Steel, the softly metallic, satin-like 
luster of its surface combines with the 
economy, durability and corrosion 
resistance of the finest zinc-coated 
steel sheet. y 
Stran-Satin comes in: wide, long, 
easy-to-handle panels. Its attractive 
rib design provides a clean, unbroken 
line from ground to building eave. It 
merges ideally, too, with other con- 


NATIONAL STEEL 


GRANT BUILDING 














struction materials — brick, stone, 
wood, glass — as the basis of a limit- 
less variation of modern exterior decor. 


Rigid Frame Construction 


Stran-Satin walls and roofs are a 
unique feature of the new Stran-Steel 
Rigid Frame _ buildings—America’s 
newest and finest site-styled, pre- 
engineered steel structures which look 
better on the outside, work better on 
the inside. 

By combining Stran-Satin and the 
equally new rigid frame construction, 
these new Stran-Steel buildings 
achieve a flexibility of use and a smart- 
ness of appearance never before avail- 
able at so low a cost. They can be 
erected in any length desired, or as- 
sembled in multiple units. 


A Strong, Rugged Building 


Strength? Under the smart appear- 
ance of the Stran-Satin wall is a strong 
steel structure! The continuously 
welded and tapered I-shaped sections 
of the Rigid Frame are securely bolted 





together at both the peak and knee. 

Convenient credit terms are readily 
available through the Stran-Steel 
purchase plan. 

Stran-Satin and the new Stran- 
Steel Rigid Frame buildings are typi- 
cal of the new products constantly 
being developed by National Steel to 
help American industry better serve 
America. They reflect National Steel’s 
unchanging policy to produce better 
and better steel of the quality and in 
the quantity wanted, at the lowest 
possible cost to our customers. 


Send for New Stran-Steel 
Building Catalog 


For new catalog giving full information 
on the complete line of Stran-Steel in- 
dustrial buildings write to Stran-Steel 
Corporation, Ecorse, Detroit 29, Mich. 
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GREAT LAKES STEEL CORPORATION 
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Keeping Abreast of 
Corporate Developments 





(Continued from page 732) 


pares with year-earlier sales 
of $174,748,000 and net profit of 
$15,331,000, equal to $1.45 on 
each of the 10,572,739 shares 
then outstanding. The company 
expects to operate at capacity for 
the rest of 1956. Discussing the 
wage hike and the price adjust- 
ments, Charles R. Hook, chair- 
man, said the price increases will 
not fully offset the higher wage, 
material and service costs stem- 
ming from the settlement with 
the Steelworkers. The difference 
will have to come from increased 
efficiency and higher productiv- 
ity. Some Armco plants, inciden- 
tally, operated during the strike 
because of contracts with inde- 
pendent bargaining agencies. 
These plants represent about 
50% of its steelmaking capacity 
and a much larger percentage of 
its fabricating facilities. —END 





Shippers and Shipbuilders 
Expecting Smoother Sailing 





(Continued from page 721) 


American yards, of course, 
have considerable capacity and 
know-how, as they demonstrated 
in World War II when cost was 
not a paramount factor. During 
that war, the yards of this coun- 
try turned out twice as much 
shipping in a single year as all 
the shipyards of the world now 
produce. In 1943, as an example, 
$8 billion worth of vessels were 
under construction. The post-war 
low was reached in 1947 when it 
was a mere $116 million. 

Our shipbuilders, in a competi- 
tive era, are hopelessly handi- 
capped by high wage rates and 
rising materials costs. Shipbuild- 
ers are heavy users of steel, hence 
the latest rise in steel prices can 
only add to their woes. The fore- 
going adds up to a situation that 
finds the United States in tenth 
place among the shipbuilders of 
the world, accounting for less 
than 2% of world production. 


Big 3 Shipbuilders 


There are three companies that 
turn out all types of vessels. 
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One of these is New York Ship- 
building, which became a subsidi- 
ary last year of the “polyglot” 
Merritt-Chapman & Scott Corp. 
It contributed 12.7% of the more 
than $375 million of revenue 
grossed by Merritt-Chapman last 
year. New York’s backlog early 
this year was at $164 million. A 
good deal of this backlog was con- 
tracted for when business was 
lean and the competitive situation 
drove companies to accept work 
that offered little profit. 

Another of the companies 
capable of turning out all kinds 
of vessels is Bethlehem Shipbuild- 
ing Co., a division of Bethlehem 
Steel Corp. It has yards on both 
coasts and accounts for about 
10% of the total billings of the 
parent company. Bethlehem is a 
major builder of oil tankers. 


U. S. Steel Quit Field 


As a sort of footnote, it is in- 
teresting to recall that shipbuild- 
ing was held in such low esteem 
by United States Steel Corp. that 
it disposed of its stake in that 
field after World War II, when 
the Navy bought its Federal Ship- 
building & Dry Dock Co. yards 
and ways at Kearny, N. J. 

The third company that turns 
out all kinds of vessels is New- 
port News Shipbuilding & Dry 
Dock Co. Its yards at Newport 
News, Va., are humming again 
with construction and _ repair 
work on Liberty ships, tankers 
and passenger liners. Gross in- 
come totaled $157 million in 1953, 
slipped to $149.5 million in 1954 
and dropped anew last year, 
reaching $122.5 million. Newport 
News ranks. second only to 
Bethlehem as a shipbuilder and 
its yard is the biggest in the 
country. It has the only yard in 
this country capable of handling 
passenger liners the size of the 
United States and naval carriers 
of the Forrestal class. 

While Newport News enjoys 
top rating for efficiency, it could 
not avoid the consequences of the 
severe competition prevailing in 
the industry—cutting profit mar- 
gins to obtain business. Wages 
rose last September and steel has 
been advanced in recent days, 
adding to the squeeze. The out- 
look for the current year is for 
some further decline in profits. 

But henceforth the sailing 
should be smoother. The company 
should become an important fac- 
tor in the field of applying nu- 


clear power to ship propulsion. 
Naval construction, including an- 
other carrier, also looms large. 
Other new construction, includ- 
ing the modernization of carriers, 
nuclear-powered submarines, a 
nuclear-powered guided missile 
light cruiser, guided missiles fri- 
gates, destroyers and escort ves- 
sels, add up to considerable mili- 
tary work. Newport News should 
get a substantial share of this. 

The shipyards also will have 
going for them a considerable 
cargo-ship program recommended 
in the budget of President Eisen- 
hower. Construction of the first 
of two ultra-luxury ships got un- 
derway this summer at the 
Ingalls (privately held) yards. 
It marked the beginning of con- 
struction not only of the two 
passenger liners to ply to South 
America, but also inaugurated a 
$313 million new-ships program 
by Moore-McCormack Lines, Inc. 
It is the largest program ever 
undertaken by an American-flag 
shipping company. 

In addition to these new pas- 
senger ships, each to cost about 
$25 million, Mooremac is build- 
ing over the next several years 
31 new cargo vassels. Some of 
these are being designed so that 
they can use the St. Lawrenc« 
Seaway and navigate the Great 
Lakes. 


Diversity In Shipbuilding 


Shipbuilding, of course, is a 
feast-or-famine business, serving 
to explain why New York Ship- 
building wound up in the Merritt- 
Chapman empire of Louis Wolf- 
son, why U. S. Steel quit the busi- 
ness and why others, such as 
Newport News, constantly are 
developing non-shipbuilding items 
as an offset. Nor have the Beth- 
lehem shipyards always been 
profitable. 

Todd Shipyard Corp. is a lead- 
ing ship-repair organization. The 
company recently set up a prod- 
ucts division at Houston, Tex. It 
is obtaining business other than 
ship repairs. Ship-repair work, 
of course, is not subject to the 
peaks and valleys that hit the 
builders. Todd, as an example, 
has an unbroken record of con- 
secutive quarterly dividends cov- 
ering a 41-year span. 

While the shipbuilding indus- 
try is due for a substantial lift, 
it faces a formidable problem in 
shortages of steel, caused by the 

(Please turn to page 786) 
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is fast-growing favorite of the travel-wise 


Whenever you sail to Europe—and each year more and more 


knowing travelers choose spring and fall—you’ll find a gay Who’s Who 


on the s.s. UNITED STATES and on the ever popular s.s. AMERICA. 


What makes a “hit”? Always something 
more than the total of pleasures you 
can see and count. 

Here, added to speed and superlative 
food and service is a feeling of welcome 
and gaiety. You’re part of a fast- 
moving, friendly ‘“‘houseparty.” In 
your less than 5 days aboard, you’ve 
just time for the time of your life! 





You can dine in 11 languages — sample specialties from 5 con- 
tinents. “A dream menu for appreciative appetites like ours,” say 


Mr. and Mrs. A. C. Nagle, Jr. He’s President of Alliance Oil Co. 


Offices also in: Baltimore * Boston * Chicago * Cleveland « Detroit + Los Angeles * Montreal * Norfolk * Philadelphia * St. Louis 
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Dr. Jonas Salk.en route toa scientific 
meeting, enjoys a leisurely “weekend” 
to Europe on the world’s fastest liner. 
The entire ship is air conditioned. 


Mrs. Wendell Willkie and Mrs. 
Theodore Roosevelt, Jr. on the 
America: “We like everything; the 
space, the fine food and service, and 
the friendliness of everyone on board.” 


s.s. United States sails from New York 12 noon: 
Sept. 14, Sept. 28, Oct. 11, Oct. 26*, Nov. 1 
after. Arrives Havre early a.m. 5th day, Southampton, same 
afternoon. First Class $350 up; Cabin $220 up; Tourist $172 up. 


3*, regularly there- 


*Also arrives Bremerhaven 6th day 


s.s. America offe ors extra hours of leisure at sea. Sails from 
New York: Sept. 7 
and regularly there “n rf 
Southampton, 8 to aeeainane, First Class $295 up; Cabin 
$200 up; Tourist $165 up. 


*. Oct. 18, Dec. 1, Dec. 22, Jan. 11 
14 days to Cobh, 6% to Havre, 7 to 


Consult our Authorized Travel Agents or 


LNo finer food and service afloat or ashore | Masti Vets Lines 


One Broadway, New York 4, N.Y. 


Tel: Digby 4-5800 


« San Francisco « Seattle * Toronto * Vancouver *« Washington, D.C. 
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Shippers and Shipbuilders 
Expecting Smoother Sailing 





(Continued from page 734) 


five-week strike in that industry. 
Further, the size of the lift may 
depend on the Suez Canal situa- 
tion. The Government and the oil 
industry are watching events in 
that part of the world closely. 


Upturn for Shipping Lines 


The merchant marine’s status 
is more than a concern of the 
shippers and the _ shipbuilders, 
being of vital interest to the na- 
tion and the family of industry. 
It is, after all, an instrument of 
foreign policy and an arm of the 
national defense. The Govern- 
ment supports our merchant 
marine in foreign trade almost 
exclusively through operating- 
differential subsidies on specified 
trade routes and through legal 
requirements that some part of 
Government-financed cargoes be 
carried in United States flag 


ships. 


This latter support usually is 
referred to as “cargo preference” 
or, less accurately, as the 50-50 
requirement. Construction subsi- 
dies also are available on ships 
built in this country, enabling 
American ship operators to ob- 
tain vessels built in U. S. yards 
at about the same net figure as 
the going price for vessels built 
in foreign yards. Construction 
subsidies are therefore subsidies 
to shipyards in this country, but 
not to the operators of merchant 
fleets. 

Workings of this subsidy policy 
were illustrated in the Mooremac 
program entailing $313 million 
worth of ships. Under the pro- 
gram, the Federal Maritime 
Board and Mooremac contracted 
a 20-year operating-differential 
subsidy. Price was determined by 
the Government’s estimate of 
comparative foreign costs, using 
the Netherlands as a criterion. 


Mooremac Profits Higher 


Mooremac made progress last 
year, although the South Ameri- 
can routes which provide the bulk 
of its revenues were under the 
handicap of extended political 
crisis and governmental changes 
in Argentina and Brazil. There 
has been considerable improve- 


736 


ment in the political climate south 
of the Equator and the trade out- 
look is brighter. The United States, 
doubtless, will extend aid to Latin 
American countries seeking sound 
programs of economic readjust- 
ment and development of their 
resources. Mooremac, meanwhile, 
is benefiting from a rise in car- 
goes to South America. A rate 
rise of about 6%, which went 
into effect last month, should help 
final-quarter earnings. Consider- 
able improvement already has 
been recorded this year without 
such benefit. Aside from its vital 
stake in South American trade, 
Mooremac is a factor in Scandi- 
navian and Baltic trade. The 
company would be a major bene- 
ficiary of any upsurge in trade 
between this country and the 
Soviet bloc. With completion of 
the St. Lawrence Seaway, Moore- 
mac plans to serve ports on the 
Great Lakes. 

United States Lines is the big- 
gest of the American operations. 
In 1955, as in the three preceding 
years, passenger business (im- 
portant to this company) con- 
tinued at a high level. The im- 
provement in cargo business, 
which started late in 1954, was 
maintained throughout 1955 and 
has continued into 1956. The com- 
pany this year has sold three of 
the six Victory ships it planned 
to replace with the eight Mariners 
recently purchased from the Gov- 
ernment. The remaining three 
Victorys are to be sold by early 
next year. Receipts from the sale 
of these ships—and those already 
sold—would go tax-free into a 
capital reserve fund to be used 
for vessel replacement. The eight 
Mariners will cost the line $5 
million each. Down - payment 
amounts to 25% and the balance 
is to be covered in notes due once 
a year over a 20-year span. The 
outlook for the balance of the 
year is good with international 
trade at peak levels. 

American Export Lines de- 
pends for its cargo and passenger 
business on the Mediterranean 
area, although it has other in- 
terests. In few areas of the world 
is the competition as keen as in 
the Mediterranean. In 1954, hit 
by declining exports and imports, 
the company had one of the worst 
years in its history. Net earnings 
in that year were a mere $211,000 
and directors had to omit divi- 
dends during the third and fourth 
quarters and the first three quar- 
ters of 1955. Higher freight rates, 


THE 


increased revenues, a boost in 
subsidy payments and reduced 
terminal costs combined to effect 
a sharp improvement last year. 
The improvement has 


or 24 cents a share, in the similar 
period of 1955. Dividends have 


been resumed at the rate of 37!,)7 


cents quarterly. The company 
should derive major benefits from 
any peaceful development of the 
oil-rich Middie East economy. On 
the other hand, growing tension 
between the area and the Ang'o. 
French powers could have a de'e. 
terious effect on its traffic. 


A major problem of the ship. 
ping companies is personnel. The 
pier workers around New York 
harbor, as an example, long have 
been dominated by criminal ele. 
ments and in other sections by 
Communist sympathizers. Long- 
share wages have soared in re. 
cent years and there are indica- 
tions that they will go even higher 
The companies also have been 
forced to grant fringe benefits 
that are costly. They also are con- 
fronted with similarly high costs 
with their maritime labor. 

—END 
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(Continued from page 701) 
publicized and dramatic develop- 
ment of chemistry or electronics. 
In food, in building materials, in 
appliances and_ radio-television, 
and in the giant paper industry, 
new developments within the 
framework of present technology 
have called for a high volume of 
new investment. 

Secondly, necessity to reduce 
manufacturing costs has become 
urgent with American business. 
Under present conditions, the 
typical American enterprise now 
finds its costs rising, but its sell- 
ing prices relatively constant. 
This is another way of saying that 
American markets no longer tol- 
erate the present rate of increase 
in American wages, and that the 
salvation of many companies in 
a wide range of industries is to 
raise productivity higher and 
higher — in other words, to pre 
vent labor cost per unit from 
rising even though labor costs per 

(Please turn to page 738) 
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hour keep climbing. To do this, 
of course, requires a continuous 
stream of reinvestment, for the 
rapid replacement of machinery 
and equipment, and even factory 
buildings, as soon as a cheaper 
and more efficient process be- 
comes available. 

Finally, up until now the funds 
to finance a roaring rate of cap- 
ital outlays have been more or 
less available. In 1954, after-tax 
profits were relatively good 
(thanks to the expiration of the 
excess profits tax), and the run- 
ning off of inventory in the reces- 
sion of that year provided a com- 
forting additional inflow of liquid 
assets. The liquidity of U. S. cor- 
porations had been extremely 
high at the end of World War II, 
and while it had been subsiding 
throughout the postwar years it 
was still somewhat above nomal 
in 1954. 


Cash Position Fortified 


In early 1955, the cash position 
of corporations was fortified by 
a sharp expansion in the rate of 
earnings, and by a continuing 
advance in depreciation allow- 
ances, the latter partly reflecting 
the heavy depreciation throwoff 
of facilities being amortized over 
a five-year period under certifi- 
cates of necessity. Depreciation 
and amortization allowances in 
1955 amounted to almost $15 bil- 
lion, or about 60% more than the 
volume of retained earnings, and 
double the depreciation allowance 
of so recent a year as 1949. The 
rise in the depreciation throw-off 
reflects, of course, American in- 
dustry’s increasing investment in 
plant and equipment. In some 
small degree, however, it also re- 
flects the gradual liberalization of 
depreciation accounting that was 
permitted in the 1954 Revenue 
bill. 

In 1955, the total cash accruing 
to corporations through earnings 
and depreciation was about $36 
billion, easily the highest cash in- 
flow on record. And any substan- 
tial easing in the rate of business 
spending should not be expected 
until this new high level of in- 
flow subsides, or until the cor- 
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porate spending rate rises to meet 
it. By this reasoning, it was fairly 
clear that capital spending would 
not decline in the last half of 1955, 
or in the first half of 1956. Nor 
does any decline seem likely in 
the last half of 1956. However, 
the financial aspects of business 
outlays now are becoming increas- 
ingly relevant. By the end of 
1956, corporate spending will no 
longer be low relative to the funds 
available to corporations. 

In the first place, the inflow of 
corporate profits is no longer ris- 
ing, and in fact appears to be de- 
clining a little. Corporate profits 
in the second quarter of this year 
were, in general, slightly lower 
than in the preceding quarter, 
and sizably below the profits rate 
in the last half of 1955, Moreover, 
dividend payments have risen in 
the interim. Retained earnings in 
the last half of 1956 are likely to 
be about $2 billion below the rate 
that prevailed in the last half of 
1955. 


Depreciation Allowances 


About half of this difference 
will evidently be made up by a 
further small rise in depreciation 
allowances. However, it is worth 
noting that the big jumps in de- 
preciation inflow attributable to 
five-year amortization will be dis- 
appearing over the next few 
years, as more and more five-year 
projects authorized after the 
Korean war begin to reach their 
maturity and stop throwing off 
cash. The steel industry, in par- 
ticular, faces a sudden deflation 
of its depreciation inflow, as 
write-offs against the large 1951- 
1952 plant outlays come to an end. 

Thus, the corporate cash inflow 
from internal sources — retained 
earnings and depreciation — will 
probably be somewhat lower in 
the last half of 1956 than in the 
last half of 1955, while the rate 
of cash requirements for capital 
outlays will be more than $7 bil- 
lion higher! 

How to bridge this widening 
gap as the year progresses will 
doubtless be a growing headache 
for corporate treasurers. No other 
readily available internal source 
of funds seems to exist. The ex- 
pectable volume of sales in most 
industries does not seem to leave 
room for liquidating inventories 
—indeed, some further accumula- 
tion of inventories will probably 
occur, and to the extent that it 
does occur it will soak up still 


more cash. And the existing liquid 
reserves of corporations, while 
they look ample in simple dollar 
amounts, are no longer ample by 
any means. 


Liquid Assets Assayed 


U. 8S. corporations now hold 
about $50 billion in liquid assets 
—roughly $30 billion in cash and 
bank deposits, and about $20 bil- 
lion in marketable ‘government 
securities. This looks like an im- 
pressive nest-egg. Actually, how- 
ever, it is the circulating capital 
of business: the cash to meet pay- 
rolls and bills, the securities to 
meet tax payments and other ob- 
ligations of slightly longer ma- 
turity. And what is striking abou! 
the present corporate predica- 
ment is that while the payrolls, 
bills and taxes which corporations 
must now pay are very substan- 
tially higher than in 1952, their 
circulating capital of cash and 
governments is no higher at all. 
Corporate sales now are about 
15% higher than in 1952; the 
cash to finance the sales is about 
the same. 

For manufacturing corpora- 
tions, which account for about 
45% of all capital spending on 
construction and machinery, the 
tightening cash position shows up 
clearly enough in the liquidity 
ratios computed by the Securities 
and Exchange Commission. The 
liquidity of manufacturing com- 
panies, calculated as the ratio of 
cash and governments to current 
liabilities, is now at a postwar 
low, and in all probability it will 
decline somewhat further over 
the next nine months. 

Closing the gap between the 
rising rate of capital outlays and 
the stable level of internal funds 
available to finance these outlays 
would thus seem to require a ris- 
ing volume of corporate borrow- 
ing over the next year, or a major 
infusion of new equity capital. 
However, neither of these sources 
is dependable, and today there are 
grave doubts about the price that 
will have to be paid for such 
funds. Despite the sharp advance 
of securities prices over the past 
several years, most corporations 
still find their shares selling be- 
low the replacement value of their 
assets. In steel, for example, a ton 
of ingot capacity costs about $300 
to install; but steel companies can 
be bought on the New York Stock 
Exchange for less than $100 per 

( Please turn to page 740) 
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“This ig 


Business ?" 


IT IS the pleasant aftermath of a successful 
business trip concluded by the young execu- 
tive in South America. Now he and his wife 
are relaxing on their way home, 

His road was smoothed by the prelimi- 
nary work and initial research done by our 
unique Trade Development Department. 

This department, exclusive with Moore- 
nack, arranged the young man’s appoint- 
ments with key South Americans—in ad- 
vance—and handled his entire itinerary. 


A Perfect Office . 


IF YOU have business in S.A., and your 
time is limited, fly down—cruise back over 
calm seas in a 33,000-ton Mooremack Lux- 
ury Liner, It takes only 7 working days from 
Rio to New York. 

Returning, you'll find your spacious out- 
side stateroom a quiet “office” for resting 
... collecting your thoughts . . . and writing 
up reports. 


S.S. ARGENTINA...S.S. BRAZIL... 
38-day cruises to South America—from 
$1,110. 33,000-ton cruise liners sail every 
three weeks from New York to Trinidad, 
Barbados, Bahia, Rio de Janeiro, Santos 
(Sao Paulo), Montevideo, Buenos Aires. 
See your travel agent for details. 


MOORE-MsCORMACK 


Five Broadway, New York 4, N.Y. 
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If you have questions about business in South America, mail them with ; 
this coupon toTrade Dev elopment Department, Box Z, Moore-McCormack ; 
Lines, Five Broadway, New York 4, N. Y. 





Firm 





Address : 
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ton of capacity! Under these con- 
ditions, issuance of equity secur- 
ities tends to dilute the equity of 
present stockholders. 

Long-term borrowing thus ap- 
pears to be the ultimate recourse 
of corporations in supplying their 
requirements for funds over the 
next nine months. However, it is 
hardly news that borrowing is 
now neither so easy nor so pleas- 
ant as it was a year ago. Long- 
term funds are in very tight sup- 
ply, and to get them at all cor- 
porations have had to bid the 
funds away from the mortgage 
markets, at steadily rising inter- 
est costs. In just the past several 
weeks, a number of debt issues 
have been recalled or cancelled, 
because of the unfavorable inter- 
est costs associated with them. 

All of this makes the point that 
while the reasons for making cap- 
ital outlays are clear, dramatic 
and everlastingly repeated in the 
business press, they have to be 
paid for, and the paying is no 
longer easy. However compelling 
the incentives to keep climbing 
the technological road, there 
seems to be a cash roadblock 
ahead. —END 





Britain At The 
Crossroads 
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restrictions in Australia, nor- 
mally a major British customer. 
In other areas, Germany’s com- 
petition is going to be felt more 
and more. Germany’s exports are 
still lower than Britain’s but 
while Britain’s share of world ex- 
ports declined by 6.5 percent be- 
tween 1954 and 1955, Germany’s 
rose by over 17 percent (but Ger- 


-many has still not quite regained 


her prewar share of the world 
markets). German competition 
has hit England hardest in the 
export market for motor vehicles. 
In the first five months of this 
year she exported 181,000 cars 
while Britain managed to ship 
only 140,000 abroad. Even worse 
is the divergency in trends be- 
tween the two countries: Ger- 
many increased her car sales 
abroad by 20 percent over last 
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year while British car exports 
dropped by the same percentage. 


U.S. An Investor 


Unlike Germany, the United 
States’ interest in British indus- 
try is not that of a competitor but 
rather of an investor. At present 
there are some 800 U.S.-owned 
companies in Britain, worth 
about $1.5 billion. The bulk of 
them are in manufacturing in- 
dustry. They include some of 
America’s most famous corporate 
names. United Shoe Machinery, 


Esso, Ford, Goodyear, Hoover, 
Kodak, Mobil Oil, Monsanto, 
Standard Telephones, Vauxhall 


(GM) are the ten biggest among 
them. Together they account for 
over 60 percent of the U.S. in- 
vestment in British manufacur- 
ing and employ over 100,000. 

The main reason why U.S. con- 
cerns came to Britain was their 
desire to circumvent the restric- 
tions against dollar imports. 
Building their own local plants 
was the only way for them of get- 
ting a foothold in the sterling 
market and compete on equal 
conditions with British domestic 
firms. According to Prof. John H. 
Dunning of the University of 
Southampton who has made the 
most detailed study to appear up 
to now on the subject, these firms 
have not done badly on their Brit- 
ish investments. Their returns 
average 16.5 percent on invested 
capital and they have no difficul- 
ties in transferring their earnings 
back to the States although they 
are using some of their profits for 
reinvestment purposes. Last year, 
they transferred an _ estimated 
$135 million to the U.S. parent 
concerns. 

The following is a percentage 
breakdown of American manu- 
facturing companies in Britain by 
type of business (based on the 
number of employees) : 


Heavy manufacturing 32 
Motor vehicles 24 
Chemicals, oil refining 13 
Instruments 7 
Food, drink, tobacco 7 
Electrical products 6 
Miscellaneous it 

100 


Outside of manufacturing the 
only big U.S. investment in Bri- 
tain is Woolworth. 

The result of this American 
trade infiltration behind the ster- 
ling curtain is that today 80 per- 
cent of the “American goods” 
consumed in Britain are also pro- 


duced there. Before the war, when 
there were no restrictions against 
dollar imports, most of these 
goods were imported directly 
from the U.S. Even more impor- 
tant is the export trade of these 
U.S. overseas companies. In 1955, 
U.S. concerns. in Britain ex- 
ported $840 million, compared to 
less than $200 million in 1938. 
The reason for this phenomenz! 
rise in exports is that U.S. trade 
is discriminated against not only 
in Britain but in all countries 
where there is a chronic dollar 
shortage. However, goods made in 
Britain face no such obstacles in 
other countries, regardless of the 
nationality of the producers. 
Some of the American firms in 
Britain even export to their own 
home markets. For instance, a 
substantial proportion of Rem- 
ington-Rand typewriters is mace 
in Scotland, so are some lines 
of Burroughs adding machines. 
Hoover washing machines and 
certain types of Singer Sewing 
machines are other well-known 
American products sold in this 
country but manufactured by 
British subsidiaries of the Ameri- 
can parent concern. The main 
reason for this reverse trade is 
the lower wages of British work- 
ers, about one-third of American 
wages, while their efficiency is 
nearly as high as that of Ameri- 
can workers. Of course, other fac- 
tors beside labor cost also play a 
part in the price determination 
of these British-made American 
goods. Some of these factors are 
lower over here than in Britain, 
particularly in the case of mass- 
market items. Nevertheless, ac- 
cording to Prof. Dunning, half 
the U.S. firms in Britain report 
overall cost advantages of 15 per- 
cent and up, compared to their 
production costs in this country. 
If the foreign manufacture of 
standard American brands for 
U.S. home consumption is the 
beginning of a new trend for our 
larger corporations it could have 
serious consequences for the home 
production of these goods. For 
Britain, on the other hand, it 
means increased dollar earnings 
plus the availability of American 
products without having to spend 
hard currency for them. These 
firms are therefore important in 
helping Britain to close her dollar 
gap, i.e. earn enough dollars and 
produce enough goods at home to 
permit a return to unrestricted 
trade between the sterling area 
and North America. —END 
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a contract with General Electric 
to ship all parts direct from the 
factory to the operating bases. 
he usual procedure is to ship to 
warehouse and supply depots. 


Changes Mark Curtiss-Wright 


The old established firm of 
Curtiss-Wright Corp. has suffered 
from the military change from 
piston to jet engines. The largest 
military contractor of World War 
Il with $2 billion annual business, 
it closed or sold most of its fac- 
tories with the signing of peace. 

A refund of $213 million to the 
Renegotiation Board because of 
“excessive profits” during the 
last year of the war did not dis- 
turb its financial position. Its lack 
of military or commercial busi- 
ness invited a series of stock- 
holders’ revolts and management 
changes. 

Order was established with the 
installation of Roy Hurley as 
president. Emphasis was laid on 
commercial business and a belated 
attempt was made to enter the 
jet-engine field. 

The British turbojet Olympus 
was bought, a number of retired 
Air Force officers was hired and 
an attempt made to mass-produce 
the J-65, a 7,200-pound thrust en- 
gine developed from the Olympus. 

The original plan was to pro- 
duce an economy model and there 
was a real military need for this 
size and type of engine. The serv- 
ices ordered production too soon 
and for the first few years the 
engine was far from satisfactory. 
Hundreds of modifications were 
made and airframe _ schedules 
were held up pending tests. Re- 
cent changes appear to have taken 
the “bugs” out but it is now ob- 
solete and the demand is for 
higher power. 

Curtiss-Wright also spent con- 
siderable time on a super-secret 
J-67 for the 16,000-pound thrust 
class. After four years of testing 
and $60 million in expenditures 
the Air Force quietly abandoned 
the project. The propeller busi- 
hess seems to have gone with the 
military piston-engine business. 

These engine projects were not 
made at a loss to Curtiss-Wright, 
but more military business was 
needed. Mr. Hurley has solved 
most of this problem by absorb- 
SEPTEMBER 
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A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Financtat 
CorrorRaTION, payable Octo- 
ber 1, 1956, to stockholders of 
record at the close of busi- 
ness September 10, 1956. The 
transfer books will not close. 
Checks will be mailed. 
C. JoHN Kunn, 
Treasurer 
August 23, 1956. 











ing Studebaker-Packard and driv- 
ing a hard bargain with Secretary 
Charles E. Wilson and the De- 
fense Department. 

Mr. Wilson and Secretary of 
the Treasury George M. Humph- 
rey spoke for the Government in 
the attempt to keep the Stude- 
baker-Packard factories from 
closing. All details are not known 
but the bankers who advanced 
the money were satisfied. 

Studebaker is the largest sub- 
contractor of the Ford Chicago 
jet-engine factory. About one- 
eighth of the parts of the J-57 
and J-75 used there are furnished 
by Studebaker. If this percentage 
can be held, Ford’s nearly three- 
fold increase in the next two 
years will mean substantial busi- 
ness for Curtiss-Wright. Stude- 
baker also has received a $36 
million Army contract on a bid 
basis to build 5,037 214-ton trucks. 

It also is known that the new 
Quehanna plant site in northern 
Pennsylvania is scheduled to get 
facilities contracts from the Air 
Force. Such contracts usually are 
followed by substantial produc- 
tion contracts. 

Curtiss-Wright obtained the 
Aerophysic Laboratory in Santa 
Barbara, Calif., from Studebaker. 
The Dart surface-to-surface guid- 
ed missile and aviation research 
contracts are part of its military 
business. 

Of greatest interest to the in- 
vestor is the engine-design sur- 
vey contract given to Mr. Hurley 
by Secretary Wilson. This con- 
tract is the first type of research 
contract for jet engines. The sur- 
vey will cover a new design in 
the 25,000-pound thrust class. It 
could also result in development 
contracts of smaller engines. It 
could bring Curtiss-Wright back 
into the jet-engine business five 
or six years from now. The Air 
Force accepted this project with 





DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 106 


On July 27, 1956, the Board of 
Directors voted a cash dividend of 
$.25 a share on the Common Stock 
payable September 12, 1956, to 
holders of record August 29, 1956. 


R. A. YODER 
Vice President—Finance 
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E.1. DU PONT DE NEMOURS & COMPANY 


OU PONT 


Wilmington, Del., August 20, 1956 


The Board of Directors has declared this 
day regular quarterly dividends of $1.121/2 
a share on the Preferred Stock—$4.50 
Series and 871/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able October 25, 1956, to stockholders 
of record at the close of business on 
October 10, 1956; also $1.50 a share 
on the Common Stock as the third quar- 
terly interim dividend for 1956, payable 
September 14, 1956, to stockholders of 
record at the close of business on 
August 27, 1956. 




















P. S. DU PONT, 3RD, Secretary 
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the understanding that the funds 
come from the emergency fund of 
Mr. Wilson. 


GM and Westinghouse 


The Allison (General Motors) 
J-71 has not been an outstanding 
success, but the Pentagon has 
been impressed with the technical 
and management skill of the com- 
pany. It has been rewarded with 
a number of research and devel- 
opment contracts. It is reported 
to have made progress on a 25,- 
000-pound thrust engine. Its tur- 
boprop engine is having consid- 


erable success in commercial 
aviation. 
Westinghouse has been un- 


fortunate in that the Navy made 
impractical demands on its J-40 
jet engine. Contracts totaling 
hundreds of millions were given 
at the height of the Korean War. 
Most military work for jet en- 
gines ended a year ago. Since then 
a jet engine in the 6,000-pound 
thrust class has been developed 
at the company’s expense and is 
being tested now by the Navy. 
Continental Motors has a small 
but increasing amount of jet-en- 
gine business. It served well in 
the past as a second source. Pent- 
agon officials seem determined to 
keep the company in this business 
and have expressed it by giving 
prime contracts. A fair percent- 
age of research and development 
contracts is in prospect. 


Commercial Plane Outlook 


In appraising aircraft com- 
panies, the commercial outlook 
cannot be ignored, because there 
is no assurance that military bud- 
gets will remain at the present 
level indefinitely. 

The earning power of several 
important plane producers cur- 
rently is being enhanced by de- 
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liveries to the airlines of “old 
style” commercial planes. In this 
group are Lockheed, Douglas, and 
Convair (principal division of 
General Dynamics) in the air- 
frame field, and Curtiss-Wright 
and United Aircraft in engines. 

The planes that are being de- 
livered to the airlines are of the 
reciprocating-engine type. The 
prototypes were developed five to 
10 years ago. Production of those 
planes now is in a highly profit- 
able phase because engineering 
costs in most cases were fully 
written off years ago. Profits per 
dollar of sales on such planes are 
higher than on defense sales. 

In addition, these three com- 
panies, plus one other (Boeing), 
are engaged in a keen competitive 
struggle to sell new types of high- 
speed planes to the airlines. Doug- 
las, Convair and Boeing are of- 
fering large costly jet transports 
for delivery beginning in 1959. 
These sell for approximately $5 
million each. Lockheed is attempt- 
ing to introduce quite a different 
plane, also for delivery in 1959, 
its Electra, powered by General 
Motors Allison turbo-prop en- 
gines with jet thrust harnessed 
to propellers. The cost of this 
plane is less than half that of the 
big Boeing and Douglas straight 
jet engines. The speed is lower, 
by 100 or more miles an hour. 
But the risks are far lower. For 
if the producers of the high speed 
jets are making a mistake in at- 
tempting to introduce them too 
soon, losses could be high. In the 
case of Douglas and Lockheed, 
earnings on deliveries of old-style 
propeller-driven planes, probably 
will help to cover high develop- 
ment costs on the new jet and 
turboprop planes, for the next 
two or three years. Meanwhile, 
steady or rising deliveries of mil- 
itary planes will mean some im- 


5-57 jet engine with afterburner 


THE 


provement in overall profits for f 
most of those companies during fj 
the rest of 1956 and 1957. This ff 


is particularly true of Douglas. 


Boeing will have heavy engin- {) 


eering cost on the new 707 jet 
airliner. But military profits, 


should be sufficiently large to keep 
earnings high. Boeing is intent 
on entering the growing commer- [7 


cial field in a big way. 


Convair, with a backlog of $100 © 


million on its twin-engine Met- 


ropolitan, powered by reciprocat- | 


ing engines, will have some com- 
mercial profits to offset part of 
the cost of developing its mediur- 
range jet transport. 

Backlogs of other major pro- 
ducers on commercial business are 
as follows: Douglas, $1.1 billion, 
46% of its total backlog. Of this 
total, over $500 million is repre. 
sented by the Douglas DC-8 jet, 
of which 114 have been sold and 
over $400 million by orders for 
2766 DC-6’s and DC-7’s with o'd- 
style reciprocating-engine type 

Boeing has a backlog of over 
80 of its 707 jet planes, equal to 
over $400 million, about one- 
seventh of its total backlog. 

Convair has a backlog of over 
$200 million on its sales of 50 jet 
liners—the 880 Golden Arrow— 
in addition to its $100 million in 
Metropolitan sales. Unless Con- 
vair can sell more of the Golden 
Arrows, this will not be a profit- 
able venture. 

The situation in jets and turbo- 
prop commercial planes is fraught 
with some danger to the plane 
producers. They are engaged in 
a highly competitive development 
race. If they encounter any en- 
gineering problems, or if the in- 
troduction of these new type 
planes is delayed because of the 
noise factor, insufficient runway 
length, excessive fuel consump- 
tion, etc., it will be a long time 
before the plane producers will 
be able to get back the engineer- 
ing money which they are invest- 
ing in them. The risks are partic- 
ularly great for the jet-plane 
producers and somewhat less for 
Lockheed. 

Furthermore, with four com- 
panies competing for the sub- 
sonic speed business, it is possible 
that the available volume may not 
be large enough to enable them all 
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to make money on such planes. 
Eventually, however, this venture 
should pay off. The development 
costs are the price that must be 
paid for leadership in any in- 
dustry. —END 
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Our Candidates For 
President and Vice-President 





(Continued from page 709) 


program with a Democratic Con- 
gress than one of his own political 
persuasion—a point that Demo- 
crats now are going to great pains 
to emphasize under the Admin- 
istration of President Dwight D. 
Eisenhower. 

Now that the convention hoop- 
la, the political bombast, the false 
charges, the equally false claims 


' and the spurious promises have 


left the stage, the electorate must 
face the decision of going along 
for another four years with Pres- 
ident Eisenhower and Vice-Pres- 
ident Richard M. Nixon, or sup- 
planting them with the Demo- 
cratic standard-bearers, Adlai E. 
Stevenson and Senator Estes 
Kefauver. 

This is not to say that the per- 
formances given at the conven- 
tions did not weigh in the consid- 
eration of the voter—only that he 
is too sophisticated to be taken 
in. Surely, the Negro will not be 
deceived by the civil-rights planks 
of the parties; the issue of de- 
segregation will be with us for 
decades, regardless of who is the 
White House incumbent. And in 
the case of the farmer, he must 
know that the nagging problem of 
surpluses and prices will not be 
solved in the next four years, any 
more than it was solved in prior 
years under Democrats and Re- 
publicans. 


Parties Undergoing Change 


While the political parties cover 
a multitude of philosophies, there 
is considerable evidence that the 
Eisenhower influence in the GOP 
and that of Stevenson within the 
Democratic ranks have wrought 
considerable change. This trend 
promises to continue. 

The Eisenhower (liberal) wing 
of the party, although far from 
dominant on Capitol Hill, has 
moved a substantial distance to- 
ward ideals that not long ago 
would have been rejected by the 
GOP rank-and-file as “New Deal- 
ish.” It talks of revising the Taft- 
Hartley Law, which can hardly 
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sit well with the adherents of the 
late Senator Robert A. Taft, and 
promises other benefits for labor. 
It wants labor’s love—a love that 
is largely unrequited, although 
he rank and file of labor in this 


1, 1956 


country is no more disciplined 
than the politicos (witness the 
1952 results). In international 
affairs, it has charted a new path 
for Republicans, although the 
Fortress America and isolationist 
philosophy is by no means con- 
fined to Republicans. General 
Eisenhower, the candidate, made 
it clear in 1952 that he had no 
intention of setting back the 
clock, so to speak. There is no 
little feeling within Republican 
ranks that he has, on the contrary, 
pushed it ahead too far, too fast. 


GOP Cites Gains 


Whatever one may feel on such 
issues as labor, welfare, public 
works (they dwarf the New Deal 
programs), agriculture and for- 
eign affairs, it would be all but 
impossible to find a party man 
who is not proud of the gains 
achieved on the domestic front. 
President Eisenhower, they all 
agree, has given to private busi- 
ness the kind of encouragement 
and confidence that was missing 
during the 20 years of the New 
Deal and the Fair Deal. They can 
scarcely be blamed for overlook- 
ing a few soft spots in an econ- 
omy that is steaming along at 
record levels. Record after rec- 
ord has been toppled on such 
fronts as job, wages and general 
well-being of the citizenry. 

To answer the Democrats’ 
charge that “this is a business 
man’s Administration,” they 
should have little hesitation in 
admitting the allegation and not- 
ing: “Business never was better.” 
Indeed, the lion’s share of the 
credit for our high-level prosper- 
ity must be traced to the enter- 
prise of the business community, 
which has expanded facilities, 
opened up new areas and created 
whole new industries. 

Being politicians, however, they 
can hardly be expected not to take 
the bows. And they will add that 
this high-level prosperity was at- 
taned without a war. Once again, 
being politicians, they can 
scarcely be blamed for not men- 
tioning that the tens of billions 
of dollars poured out for defense 
gave the economy a considerable 
lift. Still, to an impartial observer, 
it must be apparent that it was 
the peaceful dog that wagged the 
military tail—and not the other 
way around. This is not a war 
economy. 

The humiliating rout of former 
President Truman, who sought to 
win the Democratic nomination 











DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock of 
the Corporation, payable Septem- 
ber 1, 1956,to shareholders on 
record on August 15, 1956. 

L. B. SCHIESZ, President 
August 9, 1956 
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SA UNITED CARBON 
© COMPANY | 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of 50 | 
cents per share has been de- | 
clared on the Common Stock 
of this Company, payable | 
Sept. 10, 1956, to stock- 
holders of record at close of | 
business on Aug. 28, 1956. 

C. H. McHENRY | 

Secretary | 
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Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond Alkali 
Company have on Aug. 16, 1956 
declared a regular quarterly 
dividend of 3714 cents per share, 
payable Sept. 10, 1956 to holders 
of common capital stock of 
record Aug. 27, 1956. 
DONALD S, CARMICHAEL, Secretary 
Cleveland, Ohio - Aug. 17, 1956 
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for the Presidency for Governor 
Harriman of New York, augurs a 
new day for that party. There is 
none of the “Give ’em hell” ap- 
proach in the makeup of Mr. 
Stevenson. Like President Eisen- 
hower, he would strive to be a 
unifying force in our affairs. Also, 
unlike Mr. Truman, he is a mod- 
erate and does not hesitate to say 
so, Obviously, he would like to 
divorce his campaign, as far as 
that is possible, from the Tru- 
manites without incurring a 
serious loss of party support. 
While he has never divorced him- 
self from the New Deal stamp, 
Mr. Stevenson believes these are 
different times, times that have 
outmoded the New Deal. He will 
not be running against Herbert 
Hoover, as so many Democrats 
have been doing since 1933. 
Around him have been gathered 
the young Governors and mem- 
bers of Congress who will build 
the new Democratic party that 
now is emerging. 

Nevertheless, it remains to be 
seen whether the man who threw 
off Mr. Truman’s collar can 
escape the handcuffs of a Walter 
Reuther. Mr. Mr. Reuther and 
the other overlords of labor must 
be counted on heavily to provide 
the votes and wherewithal of the 
Democratic campaign. 

And Senator Kefauver may 
prove a considerable handicap to 
Mr. Stevenson, The Tennesssean 
is a maverick with few friends 
in Dixie, on Capitol Hill and 
among party bosses. More im- 
portant, his social and economic 
philosophy are far enough left 
to be a divisive force. 

In a table accompanying this 
study there has been set forth 
the background of the respective 
candidates. It is our belief that 
the philosophy of these men pro- 
vides a better insight to what we 
can expect over the next four 
years than any platform that was 
designed to cadge votes. END 





Transportation: 
Airlines and Buses 





(Continued from page 722) 


been the launching by the Civil 
Aeronautics Board last May of 
an investigation of the reason- 
ableness of passenger fares 
charged by the domestic air-line 
industry. Naturally, this develop- 
ment should cause some uneasi- 
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ness but the industry is confident 
that a full and impartial study 
will show that the present level 
of airline fares is, if anything, too 
low considering the pressure of 
rising prices and the need for 
adequate earnings to meet expan- 
sion needs in the air and on the 
ground as the airlines move into 
the jet age. 


Increasing Air Coach Traffic 


In its fare investigation the 
CAB should not overlook the in- 
dustry’s continued expansion of 
coach service which is a constant- 
ly-spreading fare reduction. One 
of the questions that must be 
answered in any fare investiga- 
tion is: How much is it worth 
to travel by plane to one’s destin- 
ation in a matter of hours as 
against one day or more of travel 
by rail, whether transportation is 
provided in a day coach or Pull- 
man? Typical examples are four 
hours by air coach from New 
York to Miami, Fla., instead of 
24 hours by rail, or 81% hours 
from the East Coast to Los An- 
geles or San Francisco, requiring 
several days and nights by rail. 
Air coach travelers have already 
supplied the answer. Total coach 
traffic last year went above 6.6 
billion passenger-miles. This was 
more than total industry passen- 
ger-miles in 1949, and represents 
growth that has_ contributed 
greatly to the steady progress of 
the American air-line industry. 
It is growth that has made pos- 
sible still faster, more efficient 
service through use of jet liners 
several years, at least, sooner than 
had been expected awhile back. 


Coming of the Jets 


Since last Fall, the major com- 
mercial airline companies have 
placed orders for jets aggregating 
approximately $1.5 billion. This, 
to many outside the industry, was 
a startling development, especial- 
ly upon realization that the price 
would run around $5 million or so 
per plane. Some _ questioned 
whether the domestic airlines 
were not overexpanding in new 
equipment while others expressed 
criticism, anticipating that capi- 
tal expenditures would be pro- 
vided through equity financing, 
thus diluting earnings on preesnt 
outstanding stock. This criticism, 
for the most part, has proved un- 
founded. With the exception of 
Braniff Airways, which early in 


August offered its common stock- 
holders rights to subscribe to 
about 1.1 million additional com- 
mon shares at 10, equity financing 
by the industry is not expected to 
reach any large _ proportion. 
Through the next five years it is 
possible that internally generated 
funds will reach $1.5 billion. Sale 
of piston-type planes as they are 
replaced by jets could bring in 
something like $175 million or 
more, the balance of needed funds 
being obtained through the capi- 
tal markets and commercial bank 
credits. 

Admittedly, there is likely to 
be some over-capacity in the early 
days of the jet liners. This is ex- 
pected to be rapidly taken up by 
continued traffic growth which 
should be accelerated as the new 
and faster equipment, offering 
higher standards of comfort and 
efficiency, creates new concepts 
in travel and shipping. Airline of- 
ficials are already thinking in 
terms of 314 hours between Chi- 
cago and the Pacific coast, 414 
hours from coast-to-coast, 41% 
hours between California and 
Hawaii and 6 hours between New 
York and London. At the same 
time, between now and the intro- 
duction of jets to commercial use, 
it is calculated that traffic volume 
will continue to increase. In this 
connection, the CAA forecasts are 
for 29 billion industry passenger- 
miles by 1960 and for 36 billion 
such miles by 1965. This would 
be an 80% increase over the ap- 
proximate 20 billion miles in 
1955, a gain that might well tax 
the industry’s 1965 carrying ¢a- 
pacity. All in all, it’s a promising 
long-term prospect with which the 
industry is confronted. 

As for the immediate outlook, 
most of the lines should show 
moderate to appreciable gains in 
traffic volume and earnings for 
the current year. Recent market 
action of some issues in the group 
which have moved up fractionally 
to several points above their 1956 
lows tend to indicate growing 
market interest in these issues. 
Among the more attractive, in our 
opinion, are Eastern Air Lines, 
American Airlines, National Air- 
lines, and United Air Lines. These 
companies are commented on in 
the following paragraphs: 





American Airlines: During the 
first six months of 1956, Ameri- 
can carried more than 3.8 million 
passengers—a total of 2,343 mil- 
lion revenue passenger miles. 
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This represents 13.5% gain over 
the 2,065 million revenue passen- 
ger miles flown during the cor- 
responding months of last year, 
and produced passenger revenues 
totaling $126 million as against 
$111.7 million a year ago. Other 
revenues, made up largely of 
freight and express of just under 
$9 million, and mail $3.3 million, 
brought total revenues to $140.1 
million, representing a 12.2% 
gain over the $124.8 million 
shown for the first six months of 
1955. Exclusive of profit on sale 
of aircraft, net earnings for the 
1956 half-year of $9.7 million 
were equal to $1.22 a share for 
the common stock, after preferred 
dividends, and $1.34, including 
profit, after tax, of $932,000 from 
sale of aircraft. In the like period 
of 1955 earnings on the common 
stock amounted to $1.13 a share. 
Estimating conservatively, Amer- 
ican’s earnings for all of 1956 
should reach $2.50 a share for 
the common stock. 

The company has on order with 
Boeing Aircraft 30 model 707 
turbo-jet planes, costing approxi- 
mately $4.5 million each, and in- 
volving about $135 million. It is 
expected that the first of the cer- 
tificated airplanes will be deliv- 
ered in March, 1959, and will 
have seating capaacity for 104 
first class or 125 tourist passen- 
gers. Financing of this new equip- 
ment will be made in part by 
American’s arrangement last Oc- 
tober to borrow $75 million on 
4° notes maturing in December, 
1996. Under the loan agreement, 
it will take down $10 million on 
or before December 31, 1956, and 
the portions of the balance, if 
and when needed, in subsequent 
years to January, 1959. Sinking 
fund provisions provide for a 
final maturity on November 1, 
1996. Dividends on the common 
stock, increased this year to 25 
cents quarterly at current price 
of the stock around 24, yield 4.1%. 

Eastern Air Lines at the end 
of 1955 completed its 21st year 
of profitable operations with 
gains of 16.7% in passenger rev- 
enue, 27% in air freight revenue 
and 32% in air express revenue. 
Before adding $1.58 per share 
profit from sale of older types of 
flight equipment, net income 
amounted to $3.73 a share. Total 
1955 net profit of $5.31 a share 
compared with $2.88 in the pre- 
vious year. It is evident that new 
record highs will be established 
in 1956. For the first six months, 
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gross revenues reached $119 mil- 
lion. This was approximately 
$16.4 million higher than in the 
like period of a year ago while 
net, after taxes, increased to $7.5 
million, or $2.71 a share from 
1955 first half-year figure of $4.1 
million, equal to $1.68 a share. 
Projecting operations over the 
final six months of 1956, earnings 
for the full year should be close 
to $5.40 a share exclusive, of 
course, of any non-recurring 
profit from sale of older types of 
flight equipment. 

Although CAB last August 
granted Northeast Airlines au- 
thority to operate over the New 
York-Miami route, the latter’s 
presence in that area is not re- 
garded as a serious threat to 
Eastern’s well established posi- 
tion. Simultaneously, Eastern was 
relieved of certain restrictions on 
southward flights originating in 
Boston and was also granted the 
right to more flexible services be- 
tween points in Florida and over 
the New York-Miami route. Op- 
erations were also extended 
through acquisition of Colonial 
Airlines which became a part of 
the company’s system, effective 
last June 1. 

To make ready for the traffic 
potential that Eastern sees im- 
mediately ahead, the company 
launched a $350 million 5-year 
fleet expansion program late last 
summer. In addition to 12 twin- 
engine Convair 440’s, it put on 
order 30 additional DC-7B Golden 
Falcons and 10 Lockheed Super-G 
Constellations, as well as a fleet 
of Lockheed “Electra” prop-jet 
airliners and 19 giant Douglas 
DC-8 straight jet planes. The lat- 
ter will have capacity of from 
110 to 150 passengers each and 
will be capable of speeds between 
550 and 600 miles an hour. The 
first of the DC-8’s are scheduled 
for delivery in 1959. 

Eastern arranged last fall with 
the Equitable Life Assurance So- 
ciety to borrow $90 million at 
334%. It took down $50 million 
of this sum last December at 
which time it liquidated a $36 mil- 
lion bank loan. The $40 million 
balance can be taken down at any 
time prior to December, 1959, the 
first $25 million probably in the 
final quarter of 1956. Eastern 
pursues an exceedingly conserva- 
tive depreciation policy, writing 
its planes down to residual value 
over a period of 4 years as com- 
pared to the industry’s about 
standard practice of taking 7 


NATIONAL STEEL 


107th Consecutive 
Dividend 
The Board of Directors at a 
meeting on August 17, 1956, de- 
clared a quarterly dividend of 
one dollar per share on the capital 
stock, which will be payable 
Sept. 10 1956, to stockholders 
of record August 27, 1956. 
Pau E. SHRoApDs 
Senior Vice President 
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The Board of Directors has today 
declared a stock dividend of 2 per 
cent on the outstanding Common 
Stock, payable October 22, 1956 
to stockholders of record on Sep- 
tember 7, 1956. This is in addi- 
tion to the regular quarterly 
cash dividends on the Common 


k. 
nae PAUL C. JAMESON 


August 23, 1954. Treasurer 




















IBM INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
“a Madison Ave., New York 22, N. ¥. 


The 166th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a Quarterly Cash Dividend of 
$1.00 per share, payable September 10, 1956, to 
stockholders of record at the close of business 
on August 17, 1956. Transfer books will not be 
closed. Checks prepared on IBM Accounting 
Machines will be mailed. 


Cc. V. BOULTON, Treasurer. 
June 26, 1956 
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years for this purpose. On this 
basis, the company estimates that 
by 1961 depreciation will result 
in a cash accumulation of approx- 
imately $290 million. With these 
accruals, plus $85 million cash 
on hand at the end of 1955 and 
the $40 million available under 
the loan agreement, it believes 
that little, if any, additional finan- 
cing will be necessary. 

Dividends on the stock were 
established on a regular basis of 
25 cents a share quarterly in 
1954. Since then this rate has 
been maintained, and beginning 
with the 1956 final quarter dis- 
bursement, it is inaugurating the 
policy of paying, in addition, stock 
dividends of 2% per year. 


National Airlines is estimated 
to have ended its 1956 fiscal year 
with earnings up appreciably 
from $3.01 a share for the pre- 
vius year ended June 30, 1955. 
In all probability, it will show net 
profit, almost exclusively from 
operation, of $4.00 a share on 
gross operating revenue of about 
$55 million. This latter figure rep- 
resents a gain of approximately 
$7 million over the previous fiscal 
year’s operating revenues. Like 
Eastern, National Airlines will 
have a new competitor over the 
New York-Miami route when 
Northeast Airlines starts its serv- 
ice between these two points un- 
der authority granted by the 
CAB. National, however, is well 
established on this route and as 
a matter of fact, additional com- 
petition offered by the newcomer 
may, as the CAB expects, attract 
a greater amount of traffic. In ad- 
dition, National has been author- 
ized by the CAB to extend a route 
west from New Orleans to Hous- 
ton, and also provide direct serv- 
ice between the latter point and 
Miami. 

In preparation for the antici- 
pated greater traffic over its ex- 
tended routes, including that from 
New York and Boston, the com- 
pany has inaugurated a $104 mil- 
lion fleet expansion program. This 
includes purchase of six Convarir 
440’s which went into service this 
summer, 4 Douglas DC-7B’s, 23 
Lockheed “Electra” Turboprops, 
and six giant Douglas DC-8 
straight jets. It expects three- 
quarters of the cost of this pro- 
gram to come from current assets 
and profits over the next five 
years, including that realized 
from the sale of present equip- 
ment, the balance of $30 million 
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being obtained through short 
term bank loans. The stock, some- 
what more speculative than the 
others in this selected group, is 
currently selling around 2634. At 
this price, the $1.00 annual divi- 
dend yields 3.7%. 


United Air Lines ended the 
first half of 1956 with passenger 
revenues of $113.8 million, a gain 
of more than $13.8 million over 
the like period of last year. Other 
revenues, including net gain from 
disposition, of property, primarily 
flight equipment, amounting to 
$1.1 million, brought the total to 
$126.4 million, an increase of 13% 
over $111.5 million shown for the 
six months to June 30, 1955. Net 
earnings ,including net gain of 
$307,000 from sale of property, 
were equal to $1.52 a share in the 
1955 first half-year, as compared 
with $1.64 a share in the first half 
of this year. The outlook for the 
second half of the year is for a 
continued gain in traffic volume, 
warranting an estimate of $4.20 
a share for the full 12 months. 
Recently, dividends on the com- 
mon stock were increased from 
25 cents to 3714 cents a share 
quarterly. For the past four years 
common stockholders have re- 
ceived a year-end extra of 50 
cents a share. If this extra is 
again paid, which is likely, this 
year, it would bring total distri- 
butions up to $2.00 a share. On 
this basis of payment, the stock 
currently selling around 39, yields 
5.1%. 


Bus Transportation Companies 


Greyhound Corporation, the 
biggest of the nation’s bus sys- 
tems which through operating di- 
visions and operating subsidiaries 
has a network of bus routes cov- 
ering almost the entire country, 
continues to be plagued by high 
operating expenses. including ma- 
terials and wages. This is pointed 
up by 1956 first quarter showing 
of a deficit of $249,902 against 
net income for the 1955 first 
quarter amounting to $996,402, 
despite the fact that operating 
revenues of $48.3 million in the 
first three months of this vear 
were approximately $1.1 million 
greater than a year ago. Due to 
the seasonal nature of the busi- 
ness, earnings for the first quart- 
er of any vear are usually mater- 
ially less than the average of the 
last three quarters, but the im- 
portant point in the above com- 


parison is the decline in earnings 
from the first quarter of last year 
to the deficit in this first quarter 
of this year. It is reasonably 
doubtful, therefore, that 1956 full 
year earnings will make favorable 
comparison with the $1.18 a share 
earned on the stock in 1955, al- 
though there should be sufficient 
coverage for dividends at the rate 
of 25 cents quarterly. Over the 
longer-term the company should 
realize increasing benefits from 
its aggressive promotion of spe- 
cialty services such as package 
express, tours and charters, and 
a planned program of diversifi- 
cation and allied fields, including 
the establishment of Greyhound 
Rent-A-Car, Inc. 


Hertz Corporation’s operating 
results in the first half of the cur- 
rent year showed a 54% increase 
in net income. Operating revenues 
for the period increased to $26 
million from $18.5 million in the 
like months of 1955, a gain of 
41%. Consolidated net income for 
the half year to last June 30, in- 
cluding $80,338 earned by At- 
lantic National Insurance Co., 
totaled $2,032,350. This was equal 
to $1.21 a share as compared with 
1955 first half-year earnings of 
$1,317,202, or 84 cents a share. 
Although the uptrend in both op- 
erating and revenues was aided 
by acquisitions made by Hertz in 
the past year, the greater portion 
of the gains reflect continued ex- 
pansion of existing operations. 
Substantiating this is the increase 
in passenger car rental revenues 
for the first six months of 1956 
which were up 67% above the 
corresponding period of last year. 
Recently, the company announced 
receiving a contract from CAB 
under which it has established car 
rental service at the Washington 
National Airport, and among 
other plans for expansion will in- 
crease its current fleet of approxi- 
mately 3,000 cars on the west 
coast by 2,000 additional units by 
the end of 1957. —END 





A Realistic Reappraisal 
of the Oils 





(Continued from page 707) 


13.6 billion barrels, nearly all of 
it Venezulean. The story of the 
mutually dependent development 
of an American corporation and 
the economy of its host country 
is told in a case study of Creole 
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Petroleum Corp. in Venezuela. 
Creole’s investment in that bur- 
geoning country is the largest of 
any United States entity in any 
one foreign country. Creole, of 
course, is the biggest and most 
profitable affiliate of S.O.N.J. 

The conduct of Creole in Ven- 
ezuela gives the lie to the kind 
of propaganda that automatically 
alleges “exploitation” in the deal- 
ings of large corporations with 
relatively small nations. Venezue- 
la !ong has enjoyed a boom that is 
the envy of every country south 
of the Rio Grande. The standard 
of life, health and education has 
ie a long way. Creole and the 
companies operating in 
Venezuela have proceeded on the 
basis of mutual benefits for the 
companies and the country. 

‘he companies profit from the 
enormous oil resources of Ven- 
ezuela and the country gains by 
plowing back most of its royalties 
and tax revenues into schools, 
highways, hospitals, irrigation 
and power, industrial plants and 
other capital projects. General 
economic progress has gone hand 
in hand with the soaring oil pro- 
duction. Since 1938, generation 
of electric power has risen ten- 
fold and employment in manu- 
facturing risen threefold. Whole 
new industries have been born — 
tires, rubber products, soaps and 
detergents, as examples. The 
country has become self-sufficient 
in such crops as sugar and rice. 

Creole, of course, is the largest 
factor in the Venezuelan petrole- 
um industry, accounting for about 
43% of total crude output. Al- 
though the oil industry, as a 
whole, employs less than 3% of 
the native labor force, the coun- 
try’s petroleum resources are so 
great that this small group of 
workers, teamed with United 
States, British and Dutch capital, 
bring in well over 90% of the 
country’s foreign exchange in- 
come from exports, account for 
two-thirds of Government rev- 
enues and provide the base for a 
booming economy. 

It is noteworthy in these days 
of friction between governments 
and foreign capital that Creole 
and the other oil companies with 
a stake in Venezuela have re- 
mained aloof from domestic pol- 
itics. Thus, they managed to oper- 
ate successfully under regimes 
that ranged from the far left to 
the dictatorship of Gomez. 

Thus, it may be seen that the 
Americas and the Middle East 
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must supply the oil needed to keep 
the Free World in high gear. 
Crude oil reserves of Western 
Europe and Africa are calculated 
at 1.5 billion barrels. The only 
other source of note is the Far 
East, estimated at 3 billion bar- 
rels. Much of this is in Indonesia, 
a long way from Europe. More- 
over, this is a country that has 
thrown off Dutch tutelage and 
repudiated its debts to The 
Hague. It would be foolhardy to 
invest additional funds in view of 
the present atmosphere that grips 
Indonesia. 

While new sources in the Will- 
iston Basin and Canada have been 
developed at a rapid rate, oil 
plenty for the West, at this junc- 
ture, boils down to retention of 
the Middle East sources of supply 
and free use of the Suez Canal. 
Heavy as oil consumption has 
been in the post-war decade, it 
is certain to climb even higher in 
the years ahead. The industry, on 
a global basis, established new 
records last year in volume of 
products supplied to consumers 
and capital investments made to 
provide the facilities. 

The layman may not realize it, 
but the demand for petroleum 
products is growing at a faster 
rate in the foreign lands than in 
the United States. Thus, Free 
World demand last vear totaled 
14.4 million barrels daily, a gain 
of 10.6% from 1954. The increase 


in the States came to 8.4%, while 
it was 13.8% overseas. 
Because the industry is of 


world-wide scope, with the bulk 
of resources scattered over three 
continents, it is difficult to grasp 
the enormity of this vital indus- 
try. Gross investment in fixed 
assets employed by the industry 
in the Free World approximates 
$63 billion, nearly two-thirds of 
which is in the United States. 


The Investment View 


Investors must keep in mina 
that, whatever the arrangement 
reached with Egypt oyer the 
canal, Arab nationalism is wax- 
ing and there is not now in sight 
a lone-ranve solution to the 
myriad vroblems that afflict the 
region. The fever that grips the 
Arab world must run its course. 
Nor do we know what Britain and 
France, in their extremity, may 
do. Investors, therefore, must 
take these factors into considera- 
tion in viewing their oil com- 
mitments. —END 









MACHINE AND 
METALS, INC. 


olst Dividend 


A QUARTERLY DIVIDEND 
of FIFTY CENTS per share 
has been declared for the 
third quarter of this year, 
payable by check on Sep- 
tember 28, 1956, to share- 
holders of record on Septem- 
ber 14, 1956. 












H. T. McMeekin, Treasurer # 
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UNITED FRUIT 
COMPANY 






229th 
Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable Oct. 15, 1956, to share- 
holders of record Sept. 7, 1956. 
EMERY N. LEONARD 
Secretary and Treasurer 
_— Mass., August 20, 1956 y, 




















DIVIDEND NOTICE 
JEFFERSON LAKE SULPHUR COMPANY 


Directors of Jefferson Lake Sulphur 
Company at a meeting held on Au- 
gust 9, 1956, declared the regular 
semi-annual dividend of 35¢ per 
share on the Preferred shares and 
the regular quarterly dividend (No. 
53) of 40¢ per share on the Common 
shares, both payable September 10, 
1956 to shareholders of record 
August 24, 1956. 
CHAS. J. FERRY, 
Vice-President & Secretary 








eM iay 


CMEMICALS 


STAUFFER CHEMICAL 


COMPANY 


DIVIDEND NOTICE 
The Board of Directors has declared 
a dividend of 40¢ per share on the 
common stock payable September 1, 
1956 to stockholders of record at the 
close of business August 14, 1956. 


Christian de Dampierre 
Treasurer 
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The following are comments on com- 
panies shown in the tables on pages 


705, 706. 





Amerada Petroleum: Last year, this lead- 
ing independent producer's net crude oil produc- 
tion totaled more than 31.2 million barrels 
which, with the exception of a relatively small 
volume from some of its Canadian gas and oil 
leases under development, was obtained from 
its extensive and widely located properties in 
the U.S. At 1955 year-end it held in this country 
full or part interest in approximately 6,223,000 
acres of oil and gas leases located principally 
in 15 states. In Canada, it held at the end of 
1955 part or full interest in 2,022,000 acres 
under oil and gas leases and exploration rights 
with options to select. Within recent years, the 
company has turned its attention to the oil 
potentials in other areas of the world. As a 
result, it secured a controlling interest in Esper- 
anza Petroleum Corp., owning Venezuelean con- 
cessions and also obtained a one-sixth interest 
in a Somalia petroleum concession covering 
approximately 59 million acres. Other foreign 
interests include a one-third interest in an ex- 
ploration license covering about 23 million acres 
in British Somaliland Protectorate, and a one- 
third interest in concessions covering about 35 
million acres in Libya. Although the stock at 
prevailing price of 113 is selling at about 27 
times expected 1956 earnings per share, the 
cash flow is substantial. Stock ranks as quality 
issue. Al 


Atlantic Refining: Through The Iran Atlantic 
Co., an unconsolidated subsidiary, holds a 
0.417% participation in the lranium Consortium 
which, under agreement with Government of 
Iran and the National Iranian Oil Co., involves 
an area of approximately 100,000 square miles. 
Daily production from this area in 1955 aver- 
aged 328,000 barrels. An integrated company, 
it has a sizable interest in Canadian oil and 
gas acreage. It holds land in Cuba on which, 
partly through farm-outs and assistance to 
others, it is expected that drilling operations will 
get underway this year. An event of major im- 
portance in the affairs of company is acquisition 
of Houston Oil Co. properties, including the 
latter’s extensive holdings of developed and 
undeveloped oil and gas leases, thereby adding 
to Atlantic’s growth prospects. C1 


Cities Service: An integrated producer, re- 
finer and marketer, expanding in petrochemical 
field. Production of petroleum liquids in 1955 
averaged 126,000 barrels a day, all of which 
was obtained from its oil and gas acreages in 
U.S. In Canada, however, it now has interests 
in 16 producing oilwells and two gas wells. 
More than million acres there are held by lease 
or reservation, a large part in promising Car- 
dium Sand Trend in west central Alberta. Jointly 
with another company, it holds 300,000 acres of 
concessions in Peru where test-well drilling has 
resulted in one test being completed as a pro- 
ducing well. In addition, approximately 2.2 mil- 
lion acres are held in that country. Also, jointly 
with another company, it is carrying on explora- 
tion work on a 32,000 square-mile concession in 
Southern Arabic and with others is test-well 
drilling on a concession of about 88,000 square 
miles in Egypt. Late in 1955, the company with 
another company entered into a contract with 
the Colombian government-owned oil company 
for the development of 2.2 million acres in that 
country through which it will be entitled to 
3712% of production after royalties. Exploratory 
work there already started. Would continue to 
hold shares for dependable income return and 
long-term growth potential. B1 


Continental Oil: Has a one-third interest in 
about 35 million acres of oil and gas exploration 
concessions in Libya. Except for this, Continental 
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a fully integrated oil company which is expand- 
ing in the petrochemical field, operates in U. S., 
while in Canada, the Hudson’‘s Bay Oil & Gas Co., 
Ltd., in which it owns a 75% stock interest, has 
extensive acreage holdings in areas of Alberta 
and British Columbia, on which. exploratory 
wells drilled or supported by Hudson’s Bay Oil 
& Gas, have resulted so far in 10 oil or gas 
discoveries. Included in Continental's holdings of 
U.S. undeveloped acreage are over million net 
acres in the Williston Basin, more than million 
net acres in Florida and 155,000 net acres in 
Lovisiana and Texas offshore areas, the latter 
amount being exclusive of 68,000 net acres of 
partially-developed offshore leases. This issue 
ranks as a high quality investment. Al 


Creole Petroleum: An integrated oil unit 
95%-owned by Standard of Jersey. Holds ex- 
tensive oil concessions exclusively in Venezuela. 
Al company in foreign field. 


Gulf Oil: In 1955, its operations in the Eastern 
Hemisphere, including Kuwait, accounted for 
56.6% of Gulf’s total net crude production 
averaging 886,186 barrels a day. Of this total, 
the company’s net share of production from 
Venezuelan holdings amounted to an average 
of 128,628 barrels a day, with 230,731 thousand 
barrels a day average production coming from 
its U.S. oil and gas leases, with its Canadian 
production contributing 24,560 net barrels a 
day. Gulf is one of the largest international oil 
companies and also one of the foremost com- 

in d tic petrochemical field. Some 
misgivings over the Middle East situation have 
been reflected in stock market. Al company in 
speculative position under current world situa- 
tion. 





Humble Oil & Refining: This 87%-owned 
subsidiary of Standard of Jersey is largest do- 
mestic crude oil producer. Entire production is 
obtained from holdings in Texas fields. Stock 
is of high quality and can be retained for 
growth and increased dividend prospects. Al 


Imperial Oil: A fully integrated oil company, 
70% owned by Standard of Jersey. It operates 
exclusively in Canadian provinces. Expenditures 
during the past five years, totaling $485 million 
for exploration and for plant and equipment 
should be reflected by continued increase in 
sales and earnings. Al 


Ohio Oil: In Egypt, a wholly-owned subsidiary 
holds a 272% interest in a 47.7 million acre 
concession and 22'2% interest in another 83 mil- 
lion acres there on which exploration drilling 
is now underway. Also has a joint interest in 
large conc in $ British Somaliland 
and in Venezuela. In Libya, jointly with two 
other oil companies, it holds concessions cover- 
ing slightly more than 34.8 million acres. Closer 
to home, it has extensive interests in Canadian 
fields, including the Pembina in Alberta, where 
it successfully completed eight wells last year. 
Throughout the U.S., at the end of 1955, it held 
under lease or owned in fee in excess of 4.3 
million acres of land. Would continue to hold 
for comparatively liberal income return and 
growth potential. BI 





Phillips Petroleum: Holds a 33.54% inter- 
est in the American Independent Oil Co., which 
has a concession comprising an undivided half 
interest in the Saudi Arab-Kuwait Neutral Zone 
consisting of 2,600 square miles in which a 
number of wells have been brought in, although 
daily production in the latter part of 1955 was 
held to an average of 24,000 barrels. Phillips 
also has properties in Venezuela producing on 
an average of 6,500 barrels daily. It also owns 
oil and gas leases on 270,000 net acres in 
Alberta, British Columbia and Saskatchewan, 
and has exploratory rights covering an addi- 


tional 867,000 net acres. At 1955 year-end, it 
held domestic oil and gas leases covering 
8,160,000 net acres, not including operating 
rights and lease on 821,000 net acres in Alaska. 
At the same time oil and gas was being pro- 
duced from 888,000 net acres in the U.S. The 
company is fully integrated, is considered to 
have the largest gas reserves of any company 
in the U.S. and ranks high in petrochemical 
business. Its stock is outstanding for growth 
potentials and can be held as a long-term 
investment. Al 


Plymouth Oil: Except for crude oil produc- 
tion from its Canadian acreage, Plymouth’s 
entire oil and gas production is obtained from 
its U.S. land holdings. The company’s rate of 
further growth hinges on increased production 
through current intensive efforts to develop new 
sources of crude oil and natural gas. D1 


Pure Oil: An integrated wholly domestic oil 
company, producing crude oil and natural ges 
from its oil and gas leases located in 15 state:. 
Operates 4 refineries and has marketing facil’- 
ties in 24 states. Its large natural gas reserves 
contribute significantly to the attractiveness cf 
the stock as a long-term holding. C1 


Richfield Oil: Sinclair Oil and Cities Service 
each owns approximately 32% of the outstanc- 
ing common stock. Richfield is a participant to 
the extent of 1.25% in the Iran Consortium. Net 
income from this venture, not material in 1955, 
was not reflected in Richfield’s income account 
for that year. Also has a joint interest in con- 
cession in Saudi Arabia and in Egypt, on which 
exploration work is now going on. It also has 
joint interest in Peruvian concessions. The com- 
pany, fully integrated, had net crude oil pro- 
duction of 207 million barrels last year from its 
holdings in California. To strengthen reserve 
position, Richfield is exploring Canadian hold- 
ings on which it brought in a discovery well in 
1955 and has added to its land holdings in 
Alaska. C3 


Seaboard Oil: Directly or through a sub- 
sidiary holds acreage in two Canadian provinces 
from which it is obtaining about 5,500 barrels 
of crude oil daily. It also holds a large block 
of acreage in Venezuela on which another com- 
pany has undertaken drilling of two test wells 
in exchange for a one-half interest. Except for 
the Canadian output, its crude oil production of 
approximately 36,063 barrels a day is obtained 
from oil and gas lease in the U. S. Stock appears 
generously priced at current level in relation to 
reported earnings. BI 


Shell Oil: An integrated oil comocny whose 
oil and gas acreages are in Canada and U.S. 
It is a leader in the petrochemical field. Stock 
ranks high in investment quality. Al 


Sinclair Oil: Has a concession in Ethopia, on 
which it is drilling exploratory wells. Also has 
a 50% interest in a 59-million-acre concession 
in Italian Somaliland on which exploratory work 
has been sufficiently encouraging to justify plans 
for drilling a deep wildcat test well. Of more 
immediate importance is Sinc‘air’s interest in 
Venezuela, where it has producing leases that 
in 1955 yielded on an average of 20,000 barrels 
of crude oil and other liquid hydrocarbons daily. 
Up to now, however, Sinclair's principal crude 
oil and gas production has been from extensive 
acreage in 15 states and in Canada. Within the 
past few weeks, it has contracted to purchase 
approximately 1.1 million shares of Texas Pacific 
Coal & Oil Co. stock out of a total of 3.6 million 
shares outstanding. Growth prospects of Sinclair 
warrant retention of its shares. Indicated annual 
dividend of $3 could be moderately increased. 
BI 


(Please turn to page 750) 
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Comments on 
The Oil Companies 





(Continued from page 748) 


Skelly Oil: An integrated oil company, prop- 
erties consist of extensive oil and gas leases in 
the U. S., comprising at 1955 year-end 2,130 
properties containing 467,573 net acres. The 
stock is a semi-speculative issue that is worth 
retaining for further growth. Cl 


Socony Mobil Oil: Has a 7% interest in the 
Iranian Consortium as well as an 11.87% inter- 
est in Iraq Petroleum Co., Ltd., the latter having 
several large concessions in the Middle East, 
Socony’s principal source of foreign crude oil. 
Other concessions, solely or jointly with others, 
are in Portugal, Libya and Nigeria. Socony also 
has important producing lands in several coun- 
tries of Latin America. In the U.S., its proved 
reserves are placed at 1.6 billion barrels of 
crude oil and natural gas reserves are estimated 
at 8.4 trillion cubic feet. In Canada, it has a 
number of holdings, including a half interest in 
48,000 acres in the Pembina field, from which 
its share of production in 1955 averaged about 
12,000 barrels a day. Pembina is rated as one 
of the largest fields in all of Canada. Other 
Canadian holdings include a half interest in 
244 producing wells in the Fosterton area in 
Saskatchewan, flowing at about 10,000 barrels 
a day, and a quarter interest in more than 
3 million acres in British Columbia. There, one 
oil well and seven gas wells were completed 
last year. Al company in speculative position 
under current world situation. 


Standard Oil of California: Has a 30% 
interest in the Arabian American Oil Co., having 
@ concession covering more than 365,000 square 
miles in Saudi Arabia. Production there in 1955 
averaged 965,000 barrels daily, a prolific yield. 
Has a 7% interest in the Iranium consortium. 
Also has a half interest in the Caltex Companies 
operating in 67 Eastern Hemisphere countries. 
Last year, Standard of California’s share of 
gross crude oil and natural gas production in 
the Eastern Hemisphere averaged 357,489 bar- 
rels daily as against a daily average of 302,815 
barrels from its U.S. acreage, 17,936 barrels 
from its Canadian holdings and 45,094 barrels 
daily average from its properties in Venezuela. 
In 1955, it enlarged its Canadian interests by 
acquiring 92,000 acres adjoining the Pembina 
field. It also has exploratory rights in Ecuador, 
Colombia, Peru, the Bahamas and Cuba. It is an 
integrated oil company and benefiting from 
rapidly growing petrochemical field. Stock is of 
high quality and worth retaining for dependable 
income as well as growth prospects. Al com- 
pany in speculative position under current world 
situation. 


Standard of Indiana: This is an integrated 
oil company operating entirely in Western 
Hemisphere. Net production of crude and liquid 
hydrocarbons last year averaged 274,100 bar- 
rels daily, of which all but about 7,000 barrels 
daily came from areas in the U. S. The remainder 
came from Canada, including holdings in the 
Pembina field. Directly or through a wholly- 
owned subsidiary, it has other substantial hold- 
ings north of the border. It also has a 75% 
interest in an oil concession covering the entire 
island of Jamaica and 12 miles offshore, as 
well as a contract permitting exploration of and 
acquisition of a half interest in some 12 million 
acres in Cuba and offshore lands. Shares are of 
high investment quality and should be retained. 
New commitments might be made on reactions 
from current price. Al 


Standard of New Jersey: Largest of the 
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oil companies, it has substantial interests in the 
Middle East and Far East. These include a 50% 
interest in Standard-Vacuum Oil Co., an inte- 
grated unit in itself, operating in the Far East, 
Australasia and Africa; 30% interest in the 
Arabian American Oil Co.; 50% interest in the 
Near East Development Corp., which in turn has 
a 2334% interest in Iraq Petroleum Co., Ltd., and 
its associated companies. Jersey's equites in the 
earnings of these companies in 1955 was $91.1 
million, from which it received $84.7 million in 
dividends. This latter income together with the 
earnings of consolidated affiliates, which also 
derive their income from the Middle East and 
Far East, totaled $137.6 million in 1955 after 
deduction of appli taxes. Jersey 
carries its investments in, and advances to, these 
companies at $171.1 million, which compares 
with its equity in their net assets of $375.5 mil- 
lion at the close of 1955. Either amount, how- 
ever, is relatively small when placed against 
Jersey's consolidated net assets in the Western 
Hemisphere amounting to $4.1 billion as of 
December 31, 1955. More than $1.2 billion of 
the Western Hemisphere total net assets repre- 
sented cash and marketable securities. Stock 
ranks as one of the highest quality industrial 
issues. Al company in speculative position under 
current world situation. 





Standard of Ohio: Except for its small 
0.147% interest in the lranium consortium, 
Sohio interests are in the United States, its pro- 
duction of crude oil and natural gas in this 
country, being supplemented by an increasing 
output from its Canadian holdings. This is a 
good quality issue that can be held for de- 
pendable income return. B1 


Sun Oil: Has no overseas production. Its ex- 
tensive oil and gas land holdings are principally 
in Lovisiana, Texas and Oklahoma, in which 
new field discoveries were made in 1955. It has 
lease rights to more than 1.3 million net acres 
in Alberta, Manitoba, Saskatchewan and British 
Columbia, in addition to proved reserves in the 
first three provinces named. This is a good qual- 
ity stock—but the income is low. Company 
neggarly in dividend policies. B1 


Sunray Midcontinent: Has a 2.6% interest 
in the American Independent Oil Co. Other than 
this and a minor interest in the “Little Con- 
sortium,” Sunray Midcontinent has no other 
interests in the Eastern Hemisphere. It is an 
integrated oil company, deriving the greater 
portion of crude oil and gas production from its 
U.S. acreage in about 15 states, supplemented 
by some production from its Canadi 
Production in 1955 totaled 29.2 million net 
barrels of crude oil and condensates and 113.8 
billion cubic feet of natural and casing head 
gas. At 1955 year-end the company owned 
undeveloped oil and gas leases on a total of 
4,151,125 acres. It also owned leases and drill- 
ing rights on about 657,000 acres in Alberta and 
British Columbia. The stock is more speculative 
than others in this list. The company has strong 
finances and 30-cent quarterly dividends are 
being earned by a wide margin. Cl 





Texas Co.: Ranks among the largest of the 
international oil companies. It has a 30% inter- 
est in the Arabian American Oil Co., and a 7% 
interest in the tranium Consortium. It owns, 
jointly with Standard Oil of California, the 
Caltex Companies. A wholly-owned subsidiary 
holds concessions in the Eastern Hemisphere, 
including those in the Philippines and Libya. 
In the Western Hemisphere, Texas holds two 
large reservations in the Pembina field area in 
Alberta, sizable portions of which have proved 
productive. Additional acreage is in Western 
Canada. Its production from holdings in Vene- 
zuela, Colombia and Trinidad last year averaged 
62,679 barrels a day, plus an average daily 


production of 25,157 barrels which represented 
its share of gross production of non-subsidiary 
companies operating in Latin America. Domestic 
production from extensive acreages in Texas, 
Louisiana and other states averaged 394,302 
barrels of crude oil a day in 1955. It is estimated 
that domestic proved reserves at the start of 
1956 amounted to 2.1 billion barrels of crude 
oil and 11.5 trillion cubic feet of natural gus. 
It is one of the foremost companies in the petro- 
chemical field. Al company in speculative posi- 
tion under current world situation. 


Texas Gulf Producing: A producing com- 
pany, holding, at 1955 year-end leases in the 
U. S., covering 213,583 non-producing acres and 
28,183 producing acres from which it produced 
last year 4,777,750 barrels of crude oil and con- 
densate, although the producing acreage in 
Texas was restricted by state authority to only 
195 days operation. During the year natural 
gas sales went above 17 billion cubic feet. Last 
year, Texas Gulf formed a wholly-owned sub- 
sidiary to carry on exploration work on a con- 
cession covering more than 6 million acres in 
Libya. In South America, Texas Gulf is devel«p- 
ing the Agua Caliente concession in Peru, p:o- 
duction from which will be barged to Manos, 
Brazil, where a refinery has been constructed. 
At present market level, the company’s stock 
appears to be generously priced. Cl 


Texas Pacific Coal & Oil: Has no opera- 
tions outside of the U.S. and Canada. In ‘he 
latter country it owns undeveloped leases on 
about 124,363 acres. Its domestic holdings con- 
sists of approximately 109,241 acres that have 
been developed and 1,110,264 undeveloped 
acres. Of this latter total about 20% is in Texas 
and about 21% in Wyoming, the r inder 
being in 10 other states. Net domestic produc- 
tion last year amounted to roughly 7.5 million 
barrels of crude oil and condensate, although 
there was substantial shut-in capacity. Within 
recent weeks, Sinclair Oil contracted to purchase 
1.1 million shares of Texas Pacific which is just 
under 333% of the total amount of stock out- 
standing. At the time of this action, Sinclair 
announced that the purchase represented o 
long-range investment in a successfully managed 
oil producer and that it expected to support 
and encourage the present management in its 
efforts to accelerate growth of the company. C2 





Tide Water Oil: Has a 0.417% interest in the 
Iranium Consortium. Except for this, Tide Water 
(an integrated oil company) operations are on 
the North American continent. In this country, it 
holds many sizable developed leases from which 
net oil and gas production last year totaled 
32.7 million barrels. Approximately 50% of this 
volume came from Texas and Louisiana, where 
output was subject to proration by state regu- 
latory authorities. At the end of 1955 total net 
prospective acreage was over 2.4 million. At 
that time, it also had a 30% interest in approxi- 
mately 2.4 million acres of permits and 1.2 
million acres of leases in the Canadian province 
of Saskatchewan where further exploratory 
drilling is being carried on following the bring: 
ing in of 3 discovery wells, two of which appear 
to be of commercial value. Because of heavy 

expenditures for modernization and ex- 
pansion it is probable that the company will 
further delay declaration of cash dividends on 
the common stock. D1 





Union Oil of California: Except for two 
prospects in Costa Rica and a half interest in 
a number of leases in Western Canada, hold- 
ings of oil and gas leases by this integrated oil 
company are in the U.S. Principal acreages are 
in California, Texas, Oklahoma and Louisiane, 
having crude oil reserves at the 1955 year-end 
in which Union‘s net equity was placed at 478.4 
million barrels of crude oil. This total is aug 
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mented by Montana and Canadian reserves of 
18.9 million barrels. Its equity in natural gas 
reserves of all the properties is placed at 2 
trilion cubic feet. Including its share of Cana- 
dian production, its net crude oil production in 
1955 was at an all-time record high of 37.9 
million barrels. This was achieved despite the 
fact that there was considerable shut-in capacity 
because of state-enforced restrictions on produc- 
tion in most states outside of California. This 
issue is of good quality. B3 —END 





The Stock Market 
Between Now and Election 





(Continued from page 699) 


loss of vigor and resultant de- 
creased profitably for buyers. 
Since last September there have 
been four sell-offs of intermediate 
scope, including the present one 
and assuming it will go further. 
Over this period the maximum ex- 
tension of the rise of the industrial 
average was about 7%, as of the 
high of last April; and at this 
writing the average stands only 
some 3% above where it was at 
the best level just prior to the 
President’s heart attack about 11 
months ago. 

There is much talk about wage- 
price inflation, with some sub- 
stance, even though less than 
many may imagine. There is much 
talk about long-term economic 
growth, with solid substance. In- 
flation hs been a factor off and on 
—mostly on—ever since the advent 
of the New Deal and especially 
since the start of World War II. 
Long-term growth has been an 
obvious fact or promise for years. 
Inflation and long-term growth 
notwithstanding, we have had the 
usual succession of bear markets 
following bull-market excess. 


BOOK REVIEW 


Economic Geography of 
Industrial Materials 


Edited by ALBERT S. CARLSON 

This fact-filled new handbook answers 
a great many perplexing problems that 
industry must face in today’s ever- 
changing economic atmosphere. 

Each chapter, packed with maps, 
tables, charts and statistics, describes 
economic-geographic conditions neces- 
sary for profitable production. Such 
factors as location, climate, soil, topog- 
pl 1y, water resources, minerals, fuels, 
labor, capital, management, transporta- 
tion and markets are discussed and 








nd | ’Valuated to show profitable trends and 


conditions at present and in the future. 
Each of these factors was carefully 
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studied and appraised by the company, 
trade association or individual who 
wrote the particular chapter involved; 
no ideas or concepts were included that 
did not meet the critical standards of 
these experts. 


Reinhold Publishing Corp. $12.50 


Miracle of World War Il 


By FRANCIS WALTON 

The stupendous accomplishment of 
American industry, which contributed 
so heavily to the winning of World 
War II, is an amazing and inspiring 
story now told for the first time in this 
dramatically documented, comprehen- 
sive account. Here is an authoritative, 
fascinating record of the greatest man- 
ufacturing job in the history of the 
world—a job that was begun under 
grave handicaps, gathered overwhelm- 
ing momentum and was operating at 
full throttle long before the atom bomb 
was dropped. 

Men and women of nearly 200,000 
businesses, large and small, rolled up 
their sleeves. Between 1939 and 1945 
they produced one hundred billion dol- 
lars worth of war matériel. 

The heroes and heroines were not 
only of the assembly line. Mr. Walton 
describes the work and leadership of 
Management—how it functioned under 
stress; how it fought and cooperated 
with Washington; how it struggled 
with politicians and military brass 
hats; how it employed, trained and 
directed a gigantic labor force. 

Miracle of World War II tells an 
epic story of “the arsenal of Democ- 
racy’; it is also what the author calls 
“a chronicle of the trials, tribulations 
and triumphs of the often maligned, 
certainly little understood, American 
assembly line. In terms of the men and 
women who managed and operated it 
in war time, it is a success story of the 
American people in action.” 


The Macmillan Company $7.50 


Flight from Natchez 


By FRANK G. SLAUGHTER 


At the close of the American Revolu- 
tion, when England and Spain were at 
war along the lower Mississippi, young 
Dr. John Powers, scion of an aristo- 
cratic but impoverished family, found 
himself in trouble with his Tory regi- 
ment in Pensacola. Unjustly dismissed 
after a pay-roll scandal, he made his 
way to Natchez, picking un ‘enroute an 
attractive, tough-minded Scottish girl, 
Faith Gordon, who became his “wife” 
in name and for strategic reasons only. 

In Natchez, where the Loyalists settle- 
ment was in hot water with the Span- 
ish, John met frail, consumptive Dr. 
Wright and his beautiful—and lonely 
—wife, Stella. Soon, when pressure 
from the Spanish increased, the little 
band was forced to evacuate Natchez, 
with John at their head. On the epic 
trek to Georgia, the stout-hearted band 
was to face hardships ranging from 
bitter famine to vicious Indian attacks. 
John’s troubles were not lessened by 
the fact that both Faith and Stella were 
among the group. 

Here is a dramatic story of rare 
courage and of love trapped between 
conflicting loyalties—one of the raciest 
and most romantic novels yet to come 
from the pen of the gifted Dr. 
Slaughter. 


Doubleday $3.75 


ae, Dividend No. 49 


Interlake [ron Corporation has 
declared a dividend of 35 cents per 
share on its common 
stock payable Septem- 
ber 29, 1956, to stock- 
holders of record at the 
close of business Septem- 
|) ber 17, 1956. 


fOr, 


Exec. Vice Pres. & Treas. 


Interlake Iron 


| CORPORATION 











CLEVELAND, OHIO 
Blast Furnace Plants In Chicago, Duluth, Erie, Toleds 








Johns-Manville 


Corporation 
DIVIDEND 


The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 
per share on the 
Common Stock pay- 
able September 7, 
1956, to holders of 
record August 27, 
1956. 


JM, 


pucts 


ROGER HACKNEY, Treasurer 














WARD INDUSTRIES 
CORPORATION 


DIVIDEND NOTICE 

The Board of Directors has declared a dividend 

of twenty-five cents (25¢) per share on the com- 

mon stock of the Corporation, payable October 

11, 1956 to stockholders of record at the close 
of business on September 27, 1956. 

R. L. HANSEN, 


Secretary 














MOORE McCORMACK 
LINES 
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Imperial Woman 
A Novel by PEARL S. BUCK 


When Pear! S. Buck finished writing 
her autobiographical work, My Several 
Worlds, she found that the most vivid 
character memory of her childhood life 
was Tzu Hsi, the last Empress of 
China. 

She ranks in history with Victoria of 
England and Catherine of Russia. In- 
deed, Tzu Hsi liked to think of Victoria 
as her sister-ruler and often remarked 
that they divided the world between 
them, Victoria the Empress of the West 
and she the Empress of the East. 

The story of her life is pure romance. 
She was born in the house of a Manchu 
of lowly rank; but her father died when 
she was young, and she was taken, with 
her widowed mother and younger sister 
and brothers, into the house of her 
uncle, Muyanga, in Pewter Lane, Pe- 
king. There she lived as a poor relative, 
busy with household cares, until at 
seventeen she was summoned, according 
to custom, to join the other Manchu 
maidens of her age for inspection at 
the Imperial Palace in the Forbidden 
City. Those who passed inspection were 
eligible to be chosen by the Emperor 
as concubines. 

Other fabulous women in Chinese his- 
tory attained the Dragon Throne, and 
caused catastrophe or prevented it; but 
of them all Tzu Hsi was the most scin- 
tillating, the most successful, the most 
various in her moods and talents. Hated 
by those who feared. her, adored by 
those who loved her, she has been called 
the most wicked and the most virtuous 
of monarches, the most cruel and the 
most benovelent. 

Imperial Woman is Pearl Buck’s 
longest novel, her only novel about a 
figure in history, and her first wholly 
Chinese novel since Peony eight years 


ago. 
The John Day Company $4.95 
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year starting October 1. Even if 
a specialty situation, it. is by no 
means “little business” — with 
sales now around $120 million 
a year. 


Drugs 


The outlook for the drug in- 
dustry remains favorable, and 
most of the stock are meeting 
good support. Among those rec- 
ommended here earlier, Merck 
has had a substantial rise. It is 
now fairly high on current earn- 


‘ings. We would hold the issue, 


but defer new buying. Pfizer has 
risen moderately since it was 
suggested here recently. Earnings 
this year may be around $3.50 to 
$3.65 a share, against 1955’s 
$2.94; and we see nothing now 
in sight to preclude some further 
1957 gain. At 47, the stock is 
still selling at one of the more 
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reasonable price-earnings ratios 
in the group. We do not expect it 
to “take off,” but it could have an 
appreciable further advance. Its 
1955 high of 50 was about 17 
times earnings. Were that ratio 
equaled on 1956 earnings, the 
stock would sell at 59 to 62. We 
do not say that it will, hut 55 or 
thereabouts does not look like an 
unreasonable goal. 


Soft Drinks 


This summer has been some- 
what on the cool side — and 
therefore moderately adverse for 
makers of soft drinks — and it is 
nearly over. It has “cooled down” 
Pepsi-Cola, speculative leader of 
these stocks, and leader in com- 
petitive trade gains in recent 
years. We do not see any medium- 
term “percentage” in the stock. 
It might reach an attractive buy- 
ing level later on for a play on 
1957 potentials. Coca-Cola, old- 
time investment favorite, remains 
far under old-time highs — and 
probably will continue to do so. 
We doubt that the stock is going 
any place in particular. For some 
time most of the lesser companies 
have been doing little more than 
“tread water.’”’ We have been in- 
different on their stocks, and are 
more so now. 


Airlines 


Following a long lag, the air 
transport stock group has been 
perking up in recent weeks, under 
leadership, principally, of East- 
ern Air Lines. The 1956 earnings 
of most companies will be up 
substantially and will set new 
records. As we have pointed out 
before, the long-range problem 
of financing the transition to jet 
planes appears readily manage- 
able. These are growth stocks, 
even though speculative. We 
think they are behind the market, 
at an average level some 15% 
under the high recorded around 
mid-1955, and subject to improve- 
ment in relative market position. 
Eastern is the best stock; but, 
relative to it, American and 
United appear undervalued, and 
are rated _better-than-average 
speculations. 


Leaders and Laggards 


Stocks showing special strength 
at this writing include: Columbia 
Gas, Allegheny Ludlum Steel, 
Carborundum, Atlantic Refining, 
Halliburton, McGraw-Hill, Out- 
board Marine, Black & Decker, 





Boeing, Columbia Broadcasting, 
General Dynamics, Illinois Power, 
Link Belt, Florida Power, Pfizer, 
United Aircraft, National Steel, 
Stauffer Chemical, Standard Oil 
of Indiana, National Dairy, Mis- 
sissippi River Fuel, Peoples Gas, 
Trane and United Gas. The “soft 
sisters” include Champion Paper, 
Coca-Cola, Canada Dry, United 
Fruit, Gulf, Mobile & Ohio, Na- 
tional Tea, Transamerica, Patino 
Mines, Union Pacific, Dan River 
Mills, Howard Stores, Pacific 
Mills and Congoleum. Following 
huge advance, the aluminum 
stocks look “tired” and may need 
at least a substantial correction. 

—END 
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with $655,862,204 during the first 
six months of 1955, when an all- 
time record was achieved. Out- 
standing retail automobile re- 
ceivables were $1,230,396,765, 
compared with $1,023,479,839 in 
the like 1955 period. 

Wholesale motor receivables 
purchased during the six months 
to June 30, 1956, aggregated $1,- 
156,386,851, compared with $1,- 
376,212,492 for the like period 
last year. This reduction of 16% 
compared with a decline of 22% 
in auto production. The company 
states that the number of cars in 
dealers’ inventories has been de- 
clining in recent months and the 
indications are that the supply on 
hand is approaching normal for 
this season of the year. 

The combined volume of receiv- 
ables purchased by the three fac- 
toring subsidiaries — Commercial 
Factors Corp., William Iselin & 
Co., Inc., and Meinhard & Co., 
Inc. — were $542,847,847 for the 
first six months of this year, com- 
pared with $518,886,862 in the 
first half of 1955. Despite a de- 
cline in prices and volume in the 
textile industry during the second 
quarter of this year, the factoring 
subsidiaries increased their vol- 
ume in the first six months, 
largely because.of the many new 
accounts that have been acquired. 
Results for the remainder of the 
year are expected to continue 
favorable. 

Current quarterly dividend is 
60 cents per share. Prospects over 
coming months, in general, ap- 
pear favorable. 
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g nvestment Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence. 
In the significant and highly selective market 
in the year ahead let us aid you to secure in- 
creased income and capital appreciation from 
your investments—and with added safety, too. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and the vast potentials of this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth . . . preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 


Increased Safety — Income — Profit 
From Your Personal Investment Program 


(Important—To Investors With $20,000 or More!) 
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Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purp aa iderably reducing 
the net cost to you.) 





Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazINE OF WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 
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Tunnel to Outer Space 


World’s most powerful wind tunnel, lashing to- 
morrow’s spacecraft with winds many times the 
speed of sound... 


World’s largest outdoor turbine, producing electricity 


for Atomic Energy Works at Paducah, Kentucky .. « 


World’s most completely automated plant, manu- 
facturing automobile engines . . . 


First successful diamond-making machine, with 
pressures up to 1,500,000 pounds per square inch. .. 


These new challenges to man’s lubrication know-how 
o - 


all have this one thing in common, SOCONY MOBIL’S 
master touch in oil. It guards one of every six indus- 
trial wheels turning in the Free World, including 
more than half of all the big turbines (5,000 kilo- 
watts and over). 


Good reason! Men who depend on machinery de- 
pend on SOCONY MOBIL as a partner in its protection. 
* * * 

Wherever there’s progress in motion—in your car, 
your plane, your farm, your factory, your boat, your 
home—you, too, can look to the leader for lubrication. 





SOCONY MOBIL OIL COMPANY,.*ING. 


LEADER 


IN LUBRICATION FOR 90 YEARS 








